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LETTER  OF  TRANSMITTAL 


December  31,  1932 

Honorable  O.  Max  Gabdnee^  Governor  State  of  North  Carolina,  Raleigh 

Sir:  We  bave  tbe  honor  of  transmitting  to  you  herewith  the  report 
of  the  Local  Government  Commission. 

Respectfully  submitted, 

A.  J.  Maxwell,  Chairman 
Baxter  Durham,  Vice  Chairman 
C.  M.  Johnson,  Treasurer 
W.  E.  Easterling,  Director  of 
Local  Government,  Secretary 
K.  O.  Burgwin 
W.  G.  Gaither 
E.  B.  Horner 
H.  E.  Bufty 
J.  W.  WiNBORNE 
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THE  LOCAL  GOVERNMENT  COMMISSION 


The  Local  Government  Commission  was  created  by  an  Act  of  the 
1031  General  Assembly  known  as  the  Local  Government  Act.  The 
Commission  consists  of  nine  members  of  which  the  State  Auditor,  the 
State  Treasurer  and  the  Commissioner  of  Revenue  are  ex  officio  mem¬ 
bers  and  the  remaining  six  members  are  appointed  by  the  Governor  to 
hold  office  during  his  pleasure.  Of  these  six  appointees,  one  is  the 
Director  of  Local  Government,  on©  shall  have  had  experience  as  the 
chief  executive  officer  or  a  member  of  the  governing  body  of  a  city  or 
town  and  another  shall  have  had  experience  as  a  member  of  the  gov¬ 
erning  body  of  a  county  at  the  time  of  their  appointment.  The  Director 
of  Local  Government  is  ex  officio  Secretary  of  the  Commission  and 
the  State  Treasurer  is  ex  officio  Treasurer.  The  State  Auditor,  the 
Commissioner  of  Revenue,  the  State  Treasurer  and  the  Director  com¬ 
pose  the  Executive  Committee  o:^  the  Commission.  The  Executive 
Committee  is  vested  with  all  the  powers  of  the  Commission  except  when 
the  Commission  is  in  session,  but  the  Committee  cannot  over-ride  any 
action  of  the  Commission  as  a  whole  and  appeals  may  be  made  from 
action  of  the  Executive  Committee  to  the  whole  Commission.  The  Com- 

1 

:  mission  may  call  upon  the  Attorney  General  or  his  Assistant,  or  upon 

I  the  Executive  Counsel,  for  legal  advice. 

I  Prior  to  the  passage  of  the  Local  Government  Act  and  the  creation 
!  of  the  Local  Government  Commission,  the  State  had  no  agency  through 
which  any  control  was  exercised  over  the  financial  affairs  of  local  units 
of  government.  The  County  Government  Advisory  Commission,  created 
in  1927,  had  no  power  of  control.  Its  duties  were  advisory  only.  In 
its  report  to  the  Governor  in  1930,  disclosures  were  made  by  this  Com¬ 
mission  of  instances  of  abuse  of  public  credit,  dissipation  of  public  funds, 
tremendous  losses  of  unsecured  public  money  in  closed  banks  and  va¬ 
rious  other  irregularities  in  the  management  of  fiscal  affairs  of  some 
j  of  the  counties.  The  General  Assembly  of  1931,  with  these  facts  in 
hand  and  with  knowledge  of  similar  conditions  existing  in  cities  and 
towns,  realized  the  need  for  a  state  agency  with  certain  powers  of 
control  over  the  affairs  of  local  units  of  government.  Therefore,  the 
Local  Government  Commission  was  created  and  the  office  of  Director 
of  Local  Government  was  established. 

Although  many  duties  and  powers  are  imposed  and  conferred  upon 
I  the  Director  of  Local  Government  independently  of  the  Commission, 
their  duties  and  powers  require  close  coordination  and  the  activities 
of  both  are  taken  up  together  in  this  report.  The  Commission  and  the 
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office  of  tlie  Director  of  Local  Government  began  to  function  on  March 
18,  1931.  The  Commission  is  required  by  law  to  meet  at  least  four 
times  a  year  and  may  meet  at  other  times  upon  call  or  upon  an  appeal 
from  action  of  the  Executive  Committee.  The  Executive  Committee, 
by  its  own  regulations,  meets  once  a  week  and  more  often  if  necessary. 

Duties,  Powers  and  Functions  of  the  Local  Government  Commis¬ 
sion  AND  THE  Director  of  Local  Government 

(Use  of  the  word  ^^Commission’’  throughout  this  report  includes 
^^Executive  Committee,’’  unless  the  context  indicates  otherwise.) 

The  Issuance  of  Bonds  and  Notes.  Before  any  bonds  or  notes  can 
be  issued  by  any  unit  of  local  government  in  the  State,  the  unit  must 
file  with  the  Local  Government  Commission  an  application  setting 
forth  information  with  regard  to  the  proposed  issue  and  certain  finan¬ 
cial  information  about  the  unit  itself.  The  Commission  after  consid¬ 
ering  this  information,  or  such  additional  information  as  it  may  require, 
acts  upon  the  application  and  either  approves  or  disapproves  the  is¬ 
suance  of  the  proposed  bonds  or  notes.  If  the  Commission  should 
decline  to  approve  a  proposed  issue  of  bonds,  the  question  may  be  sub¬ 
mitted  to  and  approved  by  a  vote  of  the  voters  in  the  local  unit. 

All  bonds  and  notes  are  required  to  be  sold  by  the  Commission  at  its 
office  in  the  City  of  Raleigh  after  due  publication  of  the  notice  of  sale 
ill  a  newspaper  published  in  the  unit.  Bids  at  these  sales  are  opened 
in  public  and  the  bonds  or  notes  are  awarded  to  the  highest  legal  bidder 
unless  objection  to  the  award  is  made  by  a  representative  of  the  local 
unit  present  at  the  sale.  The  right  to  reject  all  bids  is  always  reserved. 
If  no  bids  are  received  on  the  date  and  at  the  hour  fixed  for  public  sale, 
an  award  may  be  made  by  private  sale  at  any  time  within  thirty  days 
after  the  time  set  for  public  sale.  ISTo  bonds  or  notes  can  be  sold  at  a 
price  less  than  par  or  with  an  interest  rate  in  excess  of  6  per  cent  per 
annum. 

All  bonds  and  notes  of  local  units,  however,  are  not  required  to  be 
sold,  as  the  Local  Government  Act  permits  the  renewal  of  obligations 
already  outstanding  by  issuance  and  delivery  of  new  obligations  in 
exchange  therefor,  par  for  par,  and  upon  adjustment  of  accrued  interest. 

From  the  time  the  Commission  began  to  function,  March  18,  1931, 
to  December  1,  1932,  $14,033,848.35  of  bonds  were  handled  through  its 
office.  Of  this  amount,  $10,164,748.35  were  for  funding  and  refunding 
purposes  and  the  balance,  $3,869,100.00,  were  for  purposes  other  than 
funding  and  refunding  and  represent  new  debt  incurred. 

With  the  assumption  of  maintenance  of  all  roads  and  highways  by 
the  State  Highway  Department  at  July  1,  1931,  and  the  prohibition 
of  the  levying  of  a  property  tax  for  road  maintenance,  the  Commission 
found  that  many  counties  had  issued  tax  anticipation  notes  in  excess 
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of  collectible  road  taxes  already  levied.  Many  sncli  notes  had  also  been 
issued  by  counties  for  the  maintenance  of  the  constitutional  six  months 
school  term  which  was  also  assumed  by  the  State  beginning  July  1, 
1931.  It  was  found  necessary,  therefore,  that  these  notes  ‘be  converted 
into  funding  bonds  in  order  that  the  indebtedness  might  be  liquidated 
over  a  period  of  years.  . 

The  necessity  for  refunding  the  bonded  debt  of  local  units  has  come 
about  by  reason  of  the  large  annual  installments  of  serial  bonds  now 
falling  due.  Although  outstanding  issues  of  term  bonds  are  much  less 
in  number  than  serial  issues,  many  early  maturities  of  term  bonds 
must  be  refunded  on  account  of  sinking  fund  deficiencies  and  frozen 
sinking  fund  assets.  $7,556,748.35  of  the  Funding  and  Refunding 
Bonds  were  sold  by  the  Commission  and  $2,608,000.00  have  been  ex¬ 
changed  for  indebtedness  incurred  prior  to  July  1,  1931.  Until  the 
bond  market  improves,  refinancing  of  bonded  debt  by  the  issuance  and 
delivery  of  Refunding  Bonds  in  exchange  is  a  rapidly  increasing  neces¬ 
sity.  The  Commission  now  has  several  such  refinancing  plans  in 
process. 

Of  the  $3,869,100.00  of  bonds  issued  for  other  than  funding  or  re¬ 
funding  purposes  and  representing  new  debt,  only  $1,051,600.00  of 
such  bonds  were  required  to  be  approved  by  the  Commission;  the  bal¬ 
ance  having  been  authorized  and  approved  prior  to  the  time  the  Com¬ 
mission  was  created  but  were  sold  by  the  Commission  in  accordance 
with  the  Local  Government  Act.  Of  such  bonds  approved  by  the  Com¬ 
mission,  $530,000.00  were  authorized  by  a  majority  of  the  qualified 
voters  at  special  elections,  making  a  total  of  $521,600.00  of  such  new 
debt  actually  approved  by  the  Commission.  The  Commission  has  lim¬ 
ited  its  approval  of  these  bonds  to  emergency  purposes  such  as  addi¬ 
tions  to  inadequate  sewer  disposal  plants  where  suits  were  being  in¬ 
stituted  against  a  municipality  and  where  health  conditions  of  a  com¬ 
munity  were  involved. 

To  December  1,  1932,  the  Commission  had  handled  one  thousand 
six  hundred  and  eighty-two  (1,682)  issues  of  notes  aggregating  $72,- 
278,651.13.  The  Commission  found  that  many  local  units  had  out¬ 
standing  indebtedness  represented  by  tax  anticipation  and  bond  antici¬ 
pation  notes  that  could  not  be  paid  out  of  available  revenues  and  it  was 
necessary  that  these  notes  be  renewed  by  the  issuance  of  new  notes  in 
exchange  therefor.  Approximately  $59,000,000.00  of  the  notes  handled 
represent  such  renewals.  The  Commission  sold  the  other  thirteen  and 
a  quarter  million  dollars  of  notes,  approximately  $12,000,000.00  of  the 
proceeds  of  which  were  used  for  the  purpose  of  paying  maturing  prin¬ 
cipal  and  interest  of  bonds  and  notes  and  the  balance  for  necessary  oper¬ 
ating  expenses.  It  will  be  seen,  therefore,  that  the  Commission  has 
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been  more  liberal  in  approving  the  issuance  of  notes  for  the  purpose 
of  paying  maturing  indebtedness  than  it  has  for  any  other  purpose. 

From  the  records  of  the  Local  Government  Commission^  the  State 
Tax  Commission  has  prepared  in  detail  a  table  of  the  bonded  indebted¬ 
ness  of  all  the  local  units  in  the  State.  Keference  is  made  to  the  report 
of  the  Tax  Commission  for  1932. 

The  records  of  the  Local  Government  Commission  show  that  all  the 
local  units  owe  as  of  hJ^ovember  30^  1932,  $25,408,293.29  in  notes;  $15i,- 
858,828.69  are  tax  anticipation  notes  and  $9,549,464.60  are  bond  an¬ 
ticipation  notes.  Details  of  these  obligations  may  be  secured  at  the 
office  of  the  Local  Government  Commission. 

Approximately  ninety-five  per  cent  of  the  outstanding  tax  anticipa¬ 
tion  and  bond  anticipation  notes  represent  renewals  of  indebtedness 
incurred  prior  to  the  creation  of  the  Local  Government  Commission. 

Counties  owe  $7,451,280.80  of  tax  anticipation  notes  and  this  in¬ 
debtedness  has  presented  a  very  serious  problem  to  the  Local  Govern¬ 
ment  Commission.  So  much  of  this  debt  was  incurred  prior  to  the 
passage  of  the  Local  Government  Act  and  cannot  be  funded  into  bonds 
by  reason  of  the  constitutional  limitation  of  15c  on  the  $100.00  of 
property  valuation  for  general  purposes.  Efforts  to  fund  such  indebted¬ 
ness  into  bonds  was  held  unconstitutional  by  the  Supreme  Court  in 
three  instances.  The  court  held  that  such  bonds  cannot  be  de¬ 
clared  a  special  purpose  and  an  unlimited  property  tax  for  the  payment 
of  principal  and  interest  thereof  cannot  be  authorized  by  statute. 

There  are  scarcely  ten  of  the  one  hundred  counties  that  can  operate  with 
revenues  provided  by  this  limited  tax  rate  and  many  of  these  out¬ 
standing  notes  represent  deficits  of  the  county  general  funds.  It  is 
out  of  the  question,  therefore,  that  the  principal  and  interest  of  bonds 
issued  to  fund  these  notes  be  paid  out  of  the  fifteen  cents  general  pur¬ 
pose  tax.  hTo  bonds  subject  to  a  limited  tax  rate  have  any  market  value. 

Sinking  Funds  of  Local  Units.  The  Director  of  Local  Government 
must  require  from  all  local  units  reports  of  their  sinking  funds  showing 
the  amount  of  sinking  fund  cash  deposited  with  banks  and  all  invest¬ 
ments  of  sinking  funds  and  the  nature  of  such  investments.  The  report 
is  required  semi-annually  on  July  1,  and  January  1,  and  more  often 
if  the  Director  or  the  Commission  may  require.  If  it  appears  to  the 
Director  that  funds  deposited  in  banks  are  not  under  the  security 
prescribed  by  law  for  the  protection  of  such  deposits,  he  shall  notify 
the  local  officer  or  officers  in  charge  of  such  funds  to  secure  the  proper  pro¬ 
tection  within  a  specified  time  and  it  shall  be  the  duty  of  the  officer  or 
officers  to  comply  with  such  notice.  The  Director  shall  also  require 
the  sale  of  all  investments  of  sinking  funds  as  may  be  ineligible  under  the 
law.  The  Commission,  however,  may  extend  the  time  of  sale  of  ineligible 
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investments  and  may  also  extend  the  time  for  security  of  deposits  upon 
approval  of  the  Commissioner  of  Banks. 

The  Director  has  constantly  followed  up  the  status  of  sinking  fund 
assets,  especially  as  to  proper  security  of  sinking  fund  cash  in  hanks. 
Reports  from  the  one  hundred  counties  and  from  one  hundred  and  nine¬ 
teen  cities,  towns  and  districts,  as  of  June  30,  1932,  show  $5,040,681.76 
cash  in  banks,  $4,552,228.85  of  which  was  properly  secured  and  $497,- 
352.91  was  improperly  secured  or  not  secured  at  all.  These  improperly 
secured  or  unsecured  deposits  were  distributed  among  fifty-eight  of  the 
two  hundred  and  nineteen  local  units.  In  several  instances,  the  Director 
and  the  Commission  have  deemed  it  wise  to  proceed  cautiously  in  re¬ 
quiring  proper  security  of  deposits  found  with  small  and  weak  banks.  It 
is  felt  that  any  other  course  would  produce  disastrous  results.  Therefore, 
extensions  are  granted  from  time  to  time  to  these  hanks  upon  condition 
that  they  increase  during  each  extension  the  amount  of  proper  security. 

The  reports  as  of  June  30,  1932,  showed  eligible  investments  of  $3,306,- 
430.89  and  ineligible  investments  of  $5,649,439.83;  the  latter  consist¬ 
ing  principally  of  real  estate  mortgages,  collateral  notes,  personal  loans, 
real  estate,  stocks  and  bonds  of  private  corporations  and  loans  to  current 
funds  for  operating  purposes.  Eligible  or  legal  investments  desig¬ 
nated  by  the  Local  Government  Act  consist  of  the  following  securities : 
(1)  bonds  or  notes  of  the  United  States,  (2)  bonds  or  notes  of  the  State 
of  ISTorth  Carolina,  (3)  bonds  or  notes  of  the  local  unit  if  the  sinking 
funds  are  applicable  to  the  payment  of  such  bonds  or  notes,  and  (4)  such 
bonds  or  notes  of  Horth  Carolina  municipalities,  counties,  and  school 
districts  as  are  eligible  for  investment  of  the  sinking  funds  of  the  State 
under  any  law  in  force  at  the  time  of  investment.  As  to  real  estate 
mortgages  which  constitute  a  large  part  of  the  ineligible  investments, 
the  Commission,  taking  into  consideration  the  present  market  values  of 
real  property,  has  extended  the  time  within  which  such  investments  must 
be  sold.  Some  of  these  investments  might  have  been  considered  good 
at  the  time  they  were  made,  some  are  second  and  third  mortgages  and 
others  obviously  were  doubtful  at  the  time  they  were  made.  In  any 
event,  the  Commission  believes  that,  with  some  exceptions,  forced  sales 
of  such  investments  would  not  accomplish  the  intent  and  purpose  of  the 
law.  The  latest  action  of  the  Commission  was  a  resolution  passed  No¬ 
vember  1,  1932,  after  it  had  previously  ordered  that  such  investments  on 
which  interest  was  in  arrears  be  foreclosed  on  December  1,  1932.  This 
resolution  is  as  follows : 

“In  view  of  the  fact  that  the  Federal  Government  has  established  a  Home 
Loan  Bank  which  was  established  for  the  purpose  of  enabling  Building  and 
Loan  Associations  and  Insurance  Companies  to  obtain  money  to  loan  the 
home  owners; 

“Be  it  Resolved,  That  the  action  of  the  Executive  Committee  on  September 
12,  1932,  which  provided  that  all  loans  be  foreclosed  on  which  interest  was 
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not  paid  up  on  December  1,  1932,  be  rescinded  and  the  time  extended  to 
February  1,  1933; 

“jBe  it  Further  Resolved,  That  the  Director  be  instructed  to  notify  the  various 
local  units  that  foreclosure  proceedings  must  be  instituted  on  that  date  if  all 
1931  taxes  have  not  been  paid  and  all  interest  not  paid  up  to  August  1,  1932; 

it  Further  Resolved,  That  after  February  1,  1933,  all  sinking  fund  loans 
on  which  interest  is  six  months  past  due  be  foreclosed.” 

It  is  the  duty  of  the  Director  of  Local  Government  to  ascertain  by 
reports  the  amount  of  sinking  funds  collected  for  the  payment  of  bonds 
of  each  unit  not  maturing  in  annual  series  and  the  rate  of  taxation  levied 
to  provide  for  such  sinking  funds.  With  this  information  he  shall  deter¬ 
mine  whether  the  provisions  of  the  law-^  for  the  raising  and  maintenance 
and  preservation  of  sinking  funds  have  been  observed.  If  he  finds  this 
has  not  been  complied  with^  he  must  require  the  officers  of  the  local  units 
to  do  so  and  must  state  the  amount  or  amounts  to  be  raised  annually  by 
taxation  for  such  purposes. 

As  the  Local  Government  Act  has  been  in  force  through  only  one 
fiscal  year  for  local  units,  it  has  been  extremely  difficult  for  the  Director 
to  comply  with  its  requirements  in  regard  to  the  raising  and  maintenance 
of  sinking  funds  and  the  levy  of  taxes  for  debt  service.  Adequate  records 
for  this  purpose  were  not  accessible  and  it  was  necessary  that  they  be 
constructed.  The  task  required  about  ten  months  and  every  available 
source  has  been  used  to  iron  out  inaccuracies  so  that  the  Director  now 
has  in  his  office  a  very  complete  record  of  the  indebtedness  of  all  local 
units.  The  Director  did,  however,  furnish  all  local  units  with  a  state¬ 
ment  of  their  debt  service  requirements  for  the  current  fiscal  year  and 
the  completion  of  the  record  of  indebtedness  will  enable  him  in  the  future 
to  follow  more  closely  the  requirements  of  the  law  in  this  respect. 

Reporting  the  Retirement  of  Indebtedness  to  the  Director.  At  least 
thirty  days  before  the  due  date  of  principal  or  interest  of  any  obligation 
of  any  local  unit,  the  Director,  if  he  has  sufiicient  information  available 
therefor,  shall  mail  a  statement  to  each  local  unit  of  such  of  its  principal 
and  interest  so  falling  due.  It  is  also  the  duty  of  the  remitting  officer 
of  each  local  unit  to  report  to  the  Director  when  funds  have  been  remitted 
for  the  payment  of  principal  and  interest  on  bonds  and  notes  on  forms 
provided  by  the  Director. 

This  requirement  of  the  Local  Government  Act,  although  it  is  seem¬ 
ingly  routine,  is  an  important  one.  The  statements  of  the  Director  are 
reminders  to  ofiicials  of  local  units  of  their  maturing  obligations.  Re¬ 
porting  to  the  Director  of  remittances  of  funds  for  the  payment  of  ma¬ 
turing  obligations  provides  especially  important  information  regarding, 
each  local  unit  meeting  its  obligations  promptly.  It  is  indicated  on 
these  reports  the  items  of  principal  and  interest  for  which  remittances 
have  not  been  made.  These  unpaid  items  are  picked  up  and  recorded  in 
the  office  of  the  Director  and  he  is  enabled  thereby  to  keep  informed  as 
to  the  financial  status  of  each  local  unit  in  the  State. 
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To  supplement  these  reports,  a  system  has  been  devised  for  subsequent 
reporting  of  retirement  of  bond  principal  and  interest  in  default.  The 
system  has  a  two-fold  purpose.  It  provides  a  record  in  Raleigh  of  all 
items  in  default  so  as  to  expedite  the  procedure  of  necessary  refinancing 
and,  more  important  still,  it  automatically  compels  and  enables  officials 
of  so  many  of  the  smaller  units  to  keep  their  records  of  indebtedness 
posted  promptly  where  they  might  otherwise  he  lax  in  this  respect. 

County  Government  Advisory  Commission  Abolished.  Duties  of  the 
Director.  At  the  1931  Session  of  the  General  Assembly  the  County  Gov¬ 
ernment  Advisory  Commission  was  abolished  hut  the  duties  of  that  Com¬ 
mission  were  imposed  upon  the  Director  of  Local  Government.  This 
law  now  provides  that,  ^fit  shall  he  the  duty  of  the  Director  of  Local  Gov¬ 
ernment  to  visit  the  local  units  of  government  in  the  State,  and  to  advise 
and  assist  the  governing  bodies  and  other  officers  of  said  units  in  provid¬ 
ing  a  competent,  economical  and  efficient  administration;  to  suggest  ap¬ 
proved  methods  for  levying  and  collecting  taxes  and  other  revenues;  to 
suggest  such  changes  in  the  organization  of  local  units  of  government 
as  will  best  promote  the  public  interest  and  to  render  assistance  in  carry¬ 
ing  the  same  into  effect.’’ 

Additional  powers  conferred  upon  the  Director  by  amendment  to  this 
law  are  to  devise  and  prepare  for  use  in  the  local  units  of  government 
uniform  accounting  and  recording  systems  and  to  prescribe  the  use  of 
such  systems.  He  may  also  require  annual  or  monthly  reporting  of 
financial  information  to  himself  or  to  any  department  within  the  local 
unit.  He  has  the  power  to  supervise  or  inspect  the  keeping  of  the  records 
of  any  department  or  ofiice  of  a  local  unit.  With  this  amendment  the 
duty  was  imposed  upon  him  to  proceed  as  soon  as  practicable  and  as 
rapidly  as  possible  with  the  installation  of  such  uniform  records  and  sys¬ 
tems  of  accounting  in  each  and  every  local  unit  in  the  State. 

Further  development  of  uniform  systems  of  accounting  and  financial 
reporting  is  an  important  need  at  this  time.  Although,  with  relatively 
few  exceptions,  the  Director  has  received  excellent  cooperation  from  of¬ 
ficials  of  local  units  in  furnishing  such  reports  as  he  has  required.  The 
present  economic  condition  has  given  rise  to  a  greater  need  for  more 
adequate  bookkeeping.  Inventories  of  unrealized  assets  and  unpaid  ob¬ 
ligations  have  increased  in  volume  to  such  an  extent  that,  with  inadequate 
bookkeeping,  confusion  and  financial  losses  to  local  units  may  he  the 
expected  result.  It  has  been  impracticable  for  the  Director  to  begin  a 
systematic  attempt  to  render  the  service  contemplated  under  this  law. 
Performance  of  more  necessary  functions  of  his  ofiice  and  reductions  of 
available  appropriation  for  operating  expenses  were  at  the  sacrifice  of 
this  service. 

Auditing  of  the  Affairs  of  Local  Units  Approved  by  the  Director. 
Whenever  it  is  contemplated  by  the  oificials  of  any  local  unit  to  retain 
the  services  of  a  certified  public  accountant  or  public  accountant  for  the 


12 


Local  Goveknment  Commission 


purpose  of  auditing  the  records  of  such  unit  and  a  contract  is  entered 
into,  such  contract  must  be  reduced  to  writing  and  first  submitted  to 
the  Director  of  Local  Government  for  his  approval  as  to  terms  and  scope 
of  the  work  to  be  done.  Bills  rendered  by  the  accountant  for  the  perform¬ 
ance  of  such  services  must  also  be  submitted  to  the  Director  for  his 
approval. 

This  law  was  passed  at  the  1929  session  of  the  General  Assembly  and 
was  applicable  only  to  auditing  contracts  of  counties.  It  provided  that 
such  contracts  be  approved  by  the  County  Government  Advisory  Com¬ 
mission.  Upon  recommendation  of  the  Executive  Secretary  of  the  County 
Government  Advisory  Commission,  the  law  was  amended  so  as  to  apply 
to  contracts  of  all  local  units  of  the  State.  The  amendment  provides  that 
all  contracts  be  approved  by  the  Director  of  Local  Government  and  also 
included  his  approval  of  bills  rendered  for  service  in  connection  with 
such  contracts. 

For  the  fiscal  year  ended  June  30,  1927,  the  cost  of  auditing  was 
$216,404.00  for  counties.  The  County  Government  Advisory  Commis¬ 
sion,  created  by  an  act  of  the  1927  General  Assembly,  immediately  after 
it  began  to  function,  set  about  to  improve  the  bookkeeping  in  counties 
so  that  more  intelligible  information  concerning  financial  conditions  and 
operations  might  be  had.  The  work  of  this  Commission  materially 
affected  the  cost  of  auditing  in  counties  so  that  a  reduction  of  $40,384.00 
was  shown  for  the  fiscal  year  ended  June  30,  1928.  For  the  fiscal  year 
ended  June  30,  1929,  this  cost  was  further  reduced  by  $3,236.00.  The 
effect  of  the  1929  law  requiring  approval  of  contracts  of  counties  was 
first  reflected  for  the  fiscal  year  ended  June  30,  1930.  For  this  period, 
cost  of  auditing  in  counties  was  further  reduced  $89,897.00.  Reduction 
in  the  cost  of  auditing  records  of  counties  for  the  three  years,  from 
July  1,  1927,  to  June  30,  1930,  inclusive,  showed  a  total  reduction  of 
$133,517.00. 

Since  the  amendment  of  the  1929  law  was  passed  by  the  1931  Gen¬ 
eral  Assembly  making  its  provisions  applicable  to  all  local  units  of 
government,  further  reduction  in  auditing  costs  have  been  shown.  The 
figures  for  the  fiscal  year  ended  June  30,1932,  show  a  reduction  from  the 
cost  of  county  audits  for  the  fiscal  year  ended  June  30,  1930,  of  $15,851.35 
and  a  comparison  of  figures  for  the  year  ended  June  30,  1931,  and  1932, 
show  reductions  in  cost  of  $28,215.11  for  cities  and  towns  and  special 
chartered  school  districts  and  $10,860.00  for  county  boards  of  education. 
Reductions  in  one  year  aggregate  $54,926.46.  The  cost  of  maintenance 
of  the  Local  Government  Commission  for  the  year  1931-32  was  $38,371.00 
and  estimated  cost  for  the  year  1932-33  is  $32,148.00. 

Operations  of  the  Local  Government  Commission 

The  Local  Government  Act  provides  that  the  Director  of  Local  Gov-  ‘ 
ernment  may  appoint  and  employ  such  assistants  as  may  be  necessary 
who  shall  be  responsible  to  the  Director.  The  personnel  of  the  Director’s 
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office  consists  of  two  assistant  directors,  three  clerks,  and  three  stenogra¬ 
phers  and  one  field  man.  Part  of  the  time  one  of  the  assistant  directors 
is  employed  in  field  work. 

Although  the  State  Treasurer  is  ex  officio  Treasurer  of  the  Commis¬ 
sion  and  is  charged  by  law  with  the  delivery  of  all  bonds  and  notes  to  the 
purchasers  and  with  conducting  exchanges  of  such  securities,  this  work 
is  done  in  the  office  of  the  Director  and  it  has  imposed  no  additional 
expense  upon  the  State  Treasurer’s  office  nor  has  it  increased  the  work 
of  the  personnel  of  his  office.  It  is  done  under  the  direction  of  the 
State  Treasurer  and  he  is  consulted  from  time  to  time. 

The  work  has  been  burdensome  upon  the  personnel  of  the  Director’s 
office.  Personnel  has  been  limited  by  efforts  to  cooperate  with  the 
Director  of  the  State  Budget  to  keep  maintenance  cost  as  low  as  possible. 
It  is  extremely  important  that  applications  for  approval  of  the  issuance 
of  bonds  and  notes  be  considered  promptly  and  that  such  securities  be 
handled  with  great  care  and  dispatch.  It  has  been  necessary  to  sacrifice 
the  efficiency  of  other  requirements  on  this  account.  The  organization 
of  the  Director’s  office  needs  to  expand. 

The  maintenance  cost  for  the  fiscal  year  1931-32  was  $38,371.00  and 
it  is  estimated  for  the  year  1932-33  that  this  cost  will  he  $32,148.00. 
Careful  consideration  was  given  to  appropriation  requests  for  the  bien¬ 
nium  1933-35  before  they  were  filed  with  the  Budget  Commission.  These 
requests  are  for  an  annual  appropriation  of  $35,700.00  and  they  are 
conscientiously  considered  minimum  amounts  with  which  the  Commis¬ 
sion  and  the  Director’s  office  can  function  efficientlv  and  maintain  the 
present  standard  of  operations. 

It  is  difficult  to  measure  the  savings  to  local  units  of  government 
in  dollars  and  cents  which  have  been  effected  through  the  activities  of 
the  Local  Government  Commission.  These  savings  would  have  to  he 
determined  by  losses  which  might  have  been  sustained  had  the  Commis¬ 
sion  not  been  created. 

Recommendations 

Amendments  to  the  County  Finance  Act  and  the  Municipal  Finance 
Act  to  Provide  for  Refinancing  of  All  Bo7ided  Debt  of  Counties, 
Cities  and  Toivns.  In  the  past  it  has  been  the  practice  of  local  units 
to  issue  bonds  so  that  the  principal  would  fall  due  in  a  series  of  annual 
installments.  It  was  contemplated  that  each  installment  of  an  issue  of 
serial  bonds  would  be  paid  from  taxes  levied  in  the  year  in  which  it 
becomes  due.  Perhaps  too  little  attention  was  given  to  the  maturity 
of  such  other  bonded  indebtedness  as  each  new  issue  of  serial  bonds  was 
incurred.  Consequently,  the  annual  installments  of  serial  bonds  in  some 
cases  would  have  been  burdensome  under  normal  economic  conditions. 
The  heaviest  of  this  burden  is  due  now  and  for  about  the  next  twelve  years. 
Scattered  through  this  period  are  some  issues  of  term  bonds  falling  due 
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for  wliicli  sinking  funds  are  deficient  and  it  is  now  too  late  to  attempt  to 
make  up  this  deficienc-j. 

In  view  of  past  experience  and  methods  employed  in  the  past  for  the 
maintenance  and  preservation  of  sinking  funds  by  many  local  units, 
the  Commission  would  be  reluctant  to  recommend  general  legislation 
providing  for  the  refinancing  of  all  the  bonded  debt  of  a  local  unit  with 
one  issue  of  term  bonds.  However,  this  seems  to  he  the  only  solution 
and  the  Commission  recommends  that  the  County  Finance  Act  and  the 
Municipal  Finance  Act  be  amended  with  qualifications  so  as  to  provide 
for  this  method  of  refinancing.  The  term  bonds  should  he  callable  at 
par  on  any  semi-annual  interest  paying  date.  Eigid  requirements  for 
annual  sinking  fund  installments  should  be  imposed.  These  require¬ 
ments  may  be  made  fiexible  so  that  deficiencies  in  lean  years  should 
he  promptly  paid  in  ensuing  years.  Custodianship  of  such  sinking  funds 
should  be  vested  in  a  trustee  who  would  not  he  under  control  of  officials 
of  a  local  unit.  This  would  offer  a  better  inducement  to  bond  holders 
to  consent  to  such  a  plan  of  refinancing.  Only  such  investments  as  are 
eligible  under  theLocal  Government  Act  should  he  made  with  sinking 
funds.  When  a  minimum  amount  of  the  sinking  funds  has  been  pro¬ 
vided,  bonds  of  that  amount  should  be  called  at  par  and  retired. 

Refunding'  Bonds  for  Districts.  Adequate  provision  has  never  been 
made  by  general  legislation  for  the  refunding  of  the  bonded  debt  of  special 
tax  districts.  The  Commission  recommends  that  machinery  be  pro¬ 
vided  by  general  legislation  for  refunding  the  bonded  debt  of  road  districts 
created  for  the  purpose  of  issuing  road  and  bridge  bonds  and  of  special 
chartered  school  districts. 

The  legality  of  the  act  of  the  1925  General  Assembly  authorizing 
counties  to  assume  the  bonded  debt  of  all  its  school  districts,  including 
special  charter  districts,  and  necessary  for  the  maintenance  of  the  con¬ 
stitutional  six  months  term  has  been  questioned.  The  Commission  recom¬ 
mends  that  the  1933  General  Assembly  validate  this  act. 

Tax  Anticipation  Notes  of  Local  School  Tax  Districts  and  Special 
Charter  Districts.  In  some  cases  the  State  Board  of  Equalization  has 
declined  to  allot  the  tax  reduction  fund  to  local  school  tax  districts  until 
such  districts  had  raised  sufficient  funds  to  match  their  allotments  either 
by  the  collection  of  the  special  taxes  or  by  legal  issuance  of  tax  anticipa¬ 
tion  notes.  Counties  have  applied  to  the  Local  Government  Commission 
for  approval  of  the  issuance  of  tax  anticipation  notes  for  this  purpose. 
The  Commission  has  taken  the  position  that  the  faith  and  credit  of  a 
county  cannot  be  legally  pledged  to  the  payment  of  this  kind  of  obliga¬ 
tion  but  there  is  no  law  which  clearly  authorizes  and  provides  the  machin¬ 
ery  for  their  issuance.  The  Commission  recommends  that  the  County 
Finance  Act  be  amended  so  that  Boards  of  County  Commissioners  may 
borrow  money  and  issue  notes  for  these  districts  in  accordance  with  its 
provisions  authorizing  the  issuance  of  county  notes,  except  that  only 
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the  uncollected  taxes  and  other  revenue  of  a  district  should  be  pledged 
to  the  payment  of  the  district’s  note  or  notes. 

In  the  charter  of  special  charter  districts  authority  given  the  gov¬ 
erning  bodies  of  these  districts  for  the  issuance  of  tax  anticipation  notes 
is  usually  vague.  The  Commission  recommends  that  these  governing 
bodies  be  required  to  conform  to  the  provisions  of  the  Municipal  Finance 
Act  in  the  issuance  of  tax  anticipation  notes  of  special  charter  districts. 

Notes  Issued  by  Local  Units  for  the  Purchase  of  Equipment.  The 
occasion  more  frequently  arises  with  cities  and  towns  than  with  other 
units  of  local  government  when  the  purchase  of  certain  equipment  is 
necessary  but  provision  therefor  has  not  been  made  in  the  current 
budgets.  The  nature  of  such  equipment  is  usually  for  the  use  of  fire 
departments,  pumping  stations,  street  maintenance  and  other  necessary 
functions  of  municipal  operations.  Manufacturers  or  vendors  of  such 
equipment  are  willing  to  accept  negotiable  notes  of  municipalities  ma¬ 
turing  annually  over  a  short  period  of  years  for  the  purchase  price. 
They  can  discount  these  notes  with  finance  companies.  Bonds  are  the 
only  obligations  of  the  kind  which  can  now  he  legally  issued  but  the 
issuance  of  bonds  for  such  purposes  is  too  expensive  for  the  amount  of 
debt  involved.  The  Commission  recommends  that  necessary  legislation 
be  enacted  to  provide  for  the  issuance  and  delivery  of  such  notes  with 
the  approval  of  the  Commission;  the  notes  to  mature  in  a  period  not 
exceeding  the  estimated  period  of  usefulness  or  life  of  the  equipment 
purchased. 

The  C OThstitutional  Limitation  of  Fifteen  Cents  on  the  Hundred  Dol¬ 
lars  of  Property  Valuation  for  County  General  Purposes.  The  County 
Government  Advisory  Commission  in  its  report  to  the  Governor  in  1930 
comprehensively  presented  grave  financial  conditions  in  about  ninety 
of  the  one  hundred  counties  resulting  from  the  insufiicient  tax  rate  for 
general  and  necessary  county  expenses  limited  by  Article  V,  Section  6, 
of  the  Constitution  of  Horth  Carolina.  The  expenses  of  every  necessary 
function  of  county  government  must  be  paid  out  of  revenues  derived  from 
the  limited  tax  rate  of  fifteen  cents  on  the  one  hundred  dollars  of  prop¬ 
erty  valuation  except  the  expenses  of  the  relatively  few  special  purposes 
for  which  the  General  Assembly  has  authorized  the  levying  of  a  special 
tax.  The  General  Assembly  of  1931  did  authorize  the  levying  of  ^^such 
special  property  taxes  as  may  be  necessary  not  to  exceed  five  cents  on 
the  one  hundred  dollars  valuation  for  the  following  special  purposes 
respectively,  in  addition  to  any  tax  now  allowed  by  law  for  such  purposes 
and  in  addition  to  the  rate  allowed  by  the  Constitution:  (1)  for  the 
expense  of  the  quadrennial  valuation  or  assessment  of  taxable  property, 
(2)  for  the  expense  of  holding  court  in  the  county  levying  the  tax  and 
the  expense  of  maintenance  of  jails  and  jail  prisoners.”  This  general 
law  was  made  applicable  to  only  twenty-nine  counties.  It  does  not  affect 
most  of  the  counties  where  relief  is  most  needed. 
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A  deplorable  financial  condition  in  counties  which  has  resulted  Irorn 
this  limited  tax  rate  has  been  referred  to  elsewhere  in  this  report.  Coun¬ 
ties  hold  tax  anticipation  notes  which  have  been  outstanding  for  years 
and  which  were  issued  for  the  purpose  of  paying  expenses  for  necessary 
functions  of  government.  These  notes  cannot  be  funded  into  bonds 
nor  can  they  be  paid  from  revenues  derived  from  the  tax  rate  limited 
by  the  Constitution.  The  seriousness  of  this  situation  can  hardly  be 
over  emphasized. 

The  Commission  urges  consideration  by  the  General  Assembly  of  an 
amendment  to  the  Constitution  to  be  submitted  to  the  people  which  might 
remove  this  limited  tax  rate. 

Sales  of  Notes  of  Local  Units.  The  Local  Government  Act  requires 
all  notes  and  bonds  to  be  sold  by  the  Commission  in  its  office.  On  account 
of  the  requirement  of  the  law  for  publication  of  notices  of  sale,  it  is  im¬ 
practicable  to  designate  certain  days  for  conducting  sales.  Publications 
of  notices  of  sale  are  often  made  in  weekly  or  semi-weekly  newspapers 
and  as  the  proceeds  from  the  sale  of  notes  should  be  made  immediately 
available,  no  time  can  be  spared  beyond  the  minimum  required  from 
the  date  of  publication  to  the  date  of  sale.  ISTotes  are  very  often  sold 
privately  ivhen  no  bids  have  been  received  at  public  sale. 

In  order  to  conform  to  the  requirements  of  law,  the  sale  of  a  single 
issue  of  notes  wuth  only  one  bid  submitted,  and  it  may  be  the  only  sale 
for  the  day,  requires  a  called  meeting  of  the  Commission  with  a  quorum 
present  and  consumes  less  than  one  minute  of  the  Commission’s  time. 

The  Commission  recommends  that  it  be  authorized  by  amendment  to 
the  Local  Government  Act  to  delegate  its  authority  with  respect  to  the 
sale  of  notes  to  the  Director  of  Local  Government  as  Secretary  of  the 
Commission. 
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Raleigh,  C.,  December  20,  1934. 


Honorable  J.  C.  B.  Eheinghaus, 
Gover^nor,  State  of  North  Carolina, 
Raleigli,  IST.  C. 

Sir  : 


We  have  the  honor  of  transmitting  to  you  herewith  the  report  of  the 
Local  Government  Commission. 

Respectfully  submitted, 

Chas.  M.  Johnson,  Chairman, 
Stacey  W.  Wade,  Vice-Chairman, 
Baxter  Durham, 

A.  J.  Maxwell, 

W.  Louis  Fisher, 

J.  A.  Hartness, 

Baxter  J.  Hunter, 

John  L.  Skinner, 

Meade  H.  Willis, 

W.  E.  Easterling,  Secretary. 
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THE  LOCAL  GOVERNMENT  COMMISSION 


The  Local  Grovernment  Commission  was  created  by  an  Act  of  the  1931 
General  Assembly  known  as  the  Ijocal  Government  Act.  The  Commission 
consists  of  nine  members.  The  State  Treasurer,  the  State  Auditor,  the  Sec¬ 
retary  of  State  and  the  Commissioner  of  Revenue  are  ex  officio  members  and 
comprise  the  Executive  Committee.  Five  members  are  appointed  by  the 
Governor,  one  of  which  shall  have  had  experience  as  an  executive  officer  of 
a  municipality  and  one  shall  have  had  experience  as  a  member  of  the  govern¬ 
ing  board  of  a  county,  at  the  time  of  their  appointment.  The  State  Treasurer 
is  Chairman  of  the  Commission  and  is  also  ex  officio  Director  of  Local  Gov¬ 
ernment.  All  actions  required  or  permitted  to  be  taken  by  the  Commission 
may  be  taken  by  the  Executive  Committee,  but  the  Committee  shall  not  over¬ 
rule  or  reverse  any  action  of  the  Commission  as  a  whole.  Appeal  may  be 
taken  to  the  whole  Commission  from  action  of  the  Executive  Committee.  The 
Commission  is  required  to  meet  quarterly  and  may  hold  called  meetings.  The 
members  are  allowed  expenses  for  attending  meetings,  but  receive  no  further 
compensation  for  their  services. 

DUTIES  OF  THE  COMMISSION  AND  OF  THE  DIRECTOR  OF 

LOCAL  GOVERNMENT 

Issuance  of  all  bonds  and  notes  of  local  units  of  government  must  be  ap¬ 
proved  by  the  Commission.  The  Commission,  before  giving  such  approval, 
shall  consider  the  necessity  of  the  proposed  issue,  the  financial  condition  of 
the  unit  requesting  approval,  and  the  adequacy  of  the  amount  of  the  proposed 
bonds  or  notes.  It  shall  also  consider  such  other  information  in  regard  to 
the  unit  as  it  deems  proper  with  regard  to  a  proposed  issue.  All  bonds  and 
notes  of  local  governmental  units  offered  for  sale  must  be  advertised  by  the 
Commission  and  sold  by  it  at  public  sale  at  its  office  in  Raleigh.  After  the 
sale  of  bonds  and  notes,  they  must  be  delivered  by  the  Commission  through 
the  State  Treasurer  to  the  purchaser  and  the  proceeds  turned  over  by  him  to 
the  lawful  custodian  of  funds  of  the  respective  local  units  or  deposited  by 
him  in  a  legally  designated  depository  after  he  is  satisfied  that  the  same  will 
be  secured  in  accordance  with  the  law.  Exchanges  of  new  bonds  and  notes 
for  outstanding  bonds  or  notes  of  local  units  made  upon  consent  of  the  holders 
thereof  must  be  made  by  the  Commission  through  the  office  of  the  State 
Treasurer,  and  such  outstanding  bonds  and  notes  must  be  surrendered  to 
him  and  canceled.  The  Commission  is  required  to  keep  a  record  of  all  bonds 
and  notes  as  the  same  are  issued. 

All  contracts  or  agreements  of  local  units  made  with  any  person  or  persons 
for  the  preparation  of  proceedings  and  forms  incident  to  the  issuance  of 
bonds  and  notes,  except  contracts  and  agreements  with  licensed  attorneys, 
must  be  approved  by  the  Commission. 

The  Director  must  keep  a  record  of  all  outstanding  bonds  and  notes  of 
local  units.  This  is  necessary  for  the  performance  of  his  duty  of  notifying 
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each  unit  thirty  days  in  advance  of  the  maturity  of  principal  and  interest  of 
its  bonds  and  notes.  It  is  also  his  duty  to  furnish  each  local  unit,  thirty  days 
in  advance  of  the  annual  levy  of  taxes,  an  itemized  statement  showing  the 
amount  of  principal  and  interest  maturing  in  the  fiscal  year  for  which  such 
levy  is  made.  He  shall  also  require  of  local  units  a  report  of  remittances 
for  the  payment  of  principal  and  interest  of  bonds  and  notes  on  a  form  pre¬ 
scribed  by  him,  such  report  to  he  made  to  him  promptly  after  the  remittance 
is  made. 

The  Director  shall  determine  from  time  to  time  if  sinking  funds  of  local 
units  are  adequately  maintained,  and  he  shall  require  semiannual  reports 
to  be  filed  with  him  showing  the  composition  of  sinking  funds.  He  shall  also 
require  immediate  liquidation  of  all  investments  of  sinking  funds  ineligible 
under  the  law,  but  the  Commission  may  extend  the  time  for  such  liquidation. 

The  Commission  must  approve  all  proposed  investments  of  sinking  funds  of 
local  units  as  are  permitted  by  the  Local  Government  Act,  except  investments 
in  bonds  or  notes  of  the  United  States  or  of  the  State  of  North  Carolina  or 
bonds  or  notes  for  which  the  sinking  funds  were  created  to  pay. 

It  is  the  duty  of  the  Director  to  require  reports  semiannually,  or  at  his 
discretion,  from  local  units  with  respect  to  deposits  in  banks,  and  to  see  that 
the  law  regarding  security  of  such  deposits  is  complied  with.  Depository 
bonds  must  be  approved  by  the  Commission. 

The  Director  may  appoint  an  administrator  to  conduct  the  affairs  of  a  local 
unit  which  has  defaulted  in  the  payment  of  principal  and  interest  of  its  bonds 
or  notes.  It  is  his  duty  to  direct  complaints  to  the  Attorney-General  of  any 
violations  of  the  Local  Government  Act  by  any  officer  or  officers  of  local  units, 
which  may  come  to  his  attention. 

It  is  the  duty  of  the  Director  to  visit  the  local  units  of  government  in  the 
State  and  to  advise  and  assist  the  governing  bodies  and  other  officers  of  these 
units  in  providing  a  competent,  economical  and  eflQcient  administration;  to 
■suggest  improved  methods  for  levying  and  collecting  taxes  and  other  reve¬ 
nues  ;  to  suggest  such  changes  in  the  organization  of  local  units  of  govern¬ 
ment  as  will  best  promote  the  public  interests,  and  to  render  assistance  in 
carrying  the  same  into  effect.  He  is  empowered  to  devise  and  prepare  for 
use  in  the  local  units  uniform  accounting  and  recording  systems  and  to  re¬ 
quire  their  use.  It  is  his  duty  under  the  law  to  proceed,  “as  rapidly  as  pos¬ 
sible,”  with  the  installation  of  such  uniform  records  and  systems  of  account¬ 
ing  in  each  and  every  local  unit. 

All  contracts  or  agreements  between  local  units  and  certified  public  ac¬ 
countants  or  public  accountants  for  the  purpose  of  auditing  or  making  any 
statement  or  for  the  installation  or  modification  of  any  accounting  system 
must  be  approved  by  the  Director.  All  bills  rendered  for  services  in  connec¬ 
tion  with  such  contracts  or  agreements  must  also  be  approved  by  the  Director. 

The  Commission  must  approve  the  terms  and  provisions  of  any  proposed 
refinancing  plan  of  any  local  unit  for  the  refinancing  of  its  bonds  or  notes. 
It  is  required  to  approve  the  qualifications  of  each  municipal  accountant 
appointed  under  the  Local  Government  Act  and  to  also  approve  his  bond.  The 
consent  of  the  Commission  must  be  secured  for  creation  of  a  revolving  fund 
in  a  local  unit  for  the  purpose  of  eliminating  the  necessity  of  borrowing  money 
in  anticipation  of  the  collections  of  taxes  and  other  revenues. 
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FUNCTIONS  OF  THE  COMMISSION  AND  OF  THE  DIRECTOR  OF 

LOCAL  GOVERNMENT 


During  the  two-year  period  beginning  July  1,  1932,  and  ending  June  30, 
1934,  the  Commission  approved  95  applications  for  the  issuance  of  $26,- 
948,238.05  funding  and  refunding  bonds.  Approval  was  given  16  applications 
for  the  issuance  and  sale  of  $621,600  bonds  for  the  purposes  other  than  fund¬ 
ing  and  refunding,  exclusive  of  bonds  for  issuance  and  sale  to  the  Federal 
Emergency  Administration  of  Public  Works.  During  this  period  the  Com¬ 
mission  approved  92  applications  for  the  issuance  of  $9,743,814.60  bonds  in 
connection  with  PWA  projects.  It  is  estimated  that  about  $6,000,000  of  these 
bonds  will  be  taken  by  the  Administration,  all  of  which  bear  interest  at  4  per 
cent  per  annum.  In  approving  the  issuance  of  bonds  in  connection  with  PWA 
projects,  the  Commission  acted  after  it  had  concluded  that  each  project  repre¬ 
sented  the  need  for  either  curing  an  existing  emergency  condition  or  prevent¬ 
ing  such  a  condition  which  evidently  would  arise  in  the  near  future.  In  most 
of  these  cases  the  Commission  approved  bonds  for  amounts  in  excess  of 
amounts  to  be  actually  issued.  This  was  done  for  the  purpose  of  complying 
with  certain  optional  provisions  permissible  unde;r  PWA  regulations  for  im¬ 
mediate  application  of  the  Administration’s  grant  of  30  per  cent  of  construc¬ 
tion  costs  to  the  retirement  of  bonds  of  like  amount. 

In  this  two-year  period  $26,293,303.08  revenue  anticipation  notes  and  $12,- 
160,433.79  bond  anticipation  notes  were  approved  and  issued  through  the 
office  of  the  Commission.  Only  $7,923,321.35  notes  were  sold,  the  balance 
representing  renewals  by  exchange  of  new  notes  for  old  obligations.  The 
handling  of  bonds  and  notes  involved  approximately  2,500  transactions 
effected  through  the  office  of  the  Commission. 

The  method  of  selling  bonds  and  notes  in  accordance  with  the  Local  Gov¬ 
ernment  Act  has  provided  fair  competition  among  bidders  at  these  sales  and 
has  eliminated  irregularities  resulting  in  losses  to  taxpayers,  which  have  had 
evidence  of  occurring  in  the  past.  Scrupulous  buyers  of  such  securities  com¬ 
mend  this  provision  of  the  law.  They  know  that  their  bids  are  confidential 
until  the  hour  of  sale ;  that  there  will  be  no  frame-up,  and  that  irregular 
practices  are  not  tolerated  at  sales  held  by  the  Local  Government  Commis¬ 
sion.  Tlie  publicity  given  to  sales  by  the  Commission  has  time  and  again 
resulted  in  securing  more  favorable  prices  for  bonds  and  notes  than  would 
have  been  secured  otherwise.  The  old  method  of  selling  bonds  and  notes  by 
the  units  themselves  frequently  did  not  include  advertisement  by  wide  circu¬ 
larization  as  well  as  by  publication.  Failure  to  thus  create  competitive  bid¬ 
ding  among  prospective  buyers  often  resulted  in  private  sales  of  bonds  and 
notes  at  prices  much  lower  than  they  would  have  readily  brought  had  proper 
advertisement  been  given.  In  fact,  it  is  well  known  that  many  sales  were 
negotiated  without  advertisement  at  all. 

The  fact  that  the  State  Treasurer,  under  the  provisions  of  the  Local  Gov¬ 
ernment  Act,  has  turned  over  the  proceeds  from  sales  of  bonds  only  after  he 
has  satisfied  himself  that  such  proceeds  would  be  properly  secured  has  doubt¬ 
less  prevented  losses  to  local  units  in  closed  banks.  Again,  the  State  Treas¬ 
urer,  in  applying  proceeds  from  the  sales  of  refunding  bonds  to  the  payment 
of  the  obligations  to  be  refunded,  has  also  provided  insurance  against  pos¬ 
sible  misuse  of  this  money. 
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In  conducting  the  exchanges  of  refunding  bonds  under  the  provisions  of 
refinancing  plans,  it  is  conservatively  estimated  that  the  Commission  has 
saved  for  local  units  no  less  than  $15,000  during  the  two-year  period  ending 
June  30,  1934.  These  units  would  have  been  otherwise  compelled  to  pay  for 
this  kind  of  service. 

While  the  law  requires  immediate  liquidation  of  ineligible  sinking  fund 
assets,  the  Commission  has  deferred  forced  liquidation  in  order  to  avoid  heavy 
losses  in  sinking  fund  assets  of  local  units.  The  Commission  felt  that  con¬ 
ditions  throughout  the  depression  period  were  too  unfavorable  to  cause  fore¬ 
closures  of  a  large  amount  of  real  estate  mortgages  representing  sinking  fund 
investments.  On  the  other  hand,  the  Commission  has  encouraged  local  units 
in  trading  such  investments  for  their  own  bonds  on  a  basis  of  par  for  par. 
This  has  enabled  mortgagors  to  satisfy  their  obligations  and  avail  them¬ 
selves  of  the  benefits  of  purchasing  bonds  at  the  prevailing  market  prices 
of  less  than  par  value.  While  losses  in  the  liquidation  of  this  kind  of  assets 
seem  inevitable,  the  policy  of  the  Commission  in  this  matter  has  unquestion¬ 
ably  prevented  losses.  It  has,  in  reality,  effected  substantial  savings  for  local 
units.  The  Commission’s  policy  has  also  been  to  approve  investment  of  sink¬ 
ing  fund  cash  by  a  local  unit  in  its  own  bonds  other  than  sinking  fund  bonds, 
provided  such  bonds  mature  prior  to  those  for  which  the  sinking  fund  was 
created  to  pay.  This  policy  was  intended  to  prevent  impairment  of  sinking 
funds,  yet  to  permit  units  to  receive  the  benefit  of  saving  by  purchasing  their 
bonds  at  the  low  prevailing  market  prices. 

The  1929  law,  as  amended  by  the  1931  General  Assembly,  providing  that 
all  contracts  of  local  units  with  certified  public  accountants  and  public  ac¬ 
countants  be  approved  by  the  Director,  has  accomplished  its  main  purpose. 
Elimination  of  unnecessary  auditing  services  and  of  exorbitant  fees  charged 
for  auditing  services  have  been  the  results  of  its  application.  With  the  co¬ 
operation  of  the  State  Association  of  Certified  Public  Accountants,  the  Direc¬ 
tor  has  devised  a  uniform  program  of  auditing  to  be  followed  in  connection 
with  such  contracts.  This  program  has  not  only  been  exceedingly  helpful 
to  the  accountants  themselves,  but  has  resulted  in  more  efficient  auditing 
services.  It  has  provided  more  uniform  and  comprehensible  financial  in¬ 
formation  ill  the  contents  of  audit  reports  than  has  ever  been  had  before. 

The  Commission,  in  the  three  and  one-half  years  of  its  existence,  has  as¬ 
sembled  among  its  records  more  correlated  information  regarding  the  finances 
of  the  local  units  of  government  than  has  been  done  in  any  other  State. 

The  Commission  functions  as  a  source  of  information  and  of  advice  for 
officers  of  local  units  in  matters  pertaining  to  administrative  and  fiscal  prob¬ 
lems  of  local  government.  Inquiries  and  requests  for  information  and  advice 
of  this  character  are  constantly  being  received  by  the  Commission.  This 
function  has  always  been  regarded  as  important.  It  has  not  only  prevented 
mistakes  in  the  conduct  of  local  government  affairs,  but  has  provided  con¬ 
structive  guidance  for  officers  of  local  units. 

THE  DEFAULT  SITUATION 

Substantial  progress  is  being  made  toward  elimination  of  defaults  among 
local  governmental  units.  An  examination  of  the  Commission’s  records  as  of 
November  30,  1933,  disclosed  that  61  of  the  100  counties  and  146  of  the  260 
cities  and  towns  having  outstanding  bonded  debt  were  in  default  in  the  pay- 
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ment  of  principal  or  interest  or  both.  One  year  later,  November  30,  1934,  it 
j  was  disclosed  that  eight  counties  and  two  municipalities  had  paid  their  de- 
I  faulted  obligations,  four  counties  and  eight  municipalities  had  eliminated 
their  defaults  by  means  of  refinancing  operations  approved  by  the  Commis¬ 
sion,  eight  counties  and  thirteen  municipalities  are  now  conducting  refinancing 
i  operations  which  are  expected  to  eliminate  their  defaults  within  a  relatively 
j  short  time,  two  counties  and  one  municipality  were  added  to  the  default  list 
but  promptly  eliminated  their  defaults  by  refinancing.  Plans  for  refinancing 
in  eleven  municipalities  are  being  formulated.  There  is  sufficient  cause  to 
anticipate  that  many  more  units  recorded  as  being  in  default  will  soon  pay 
out.  The  amounts  of  their  defaults  have  been  reduced  and  are  now  com¬ 
paratively  negligible.  Therefore,  their  condition  is  no  longer  regarded  as 
serious. 

'  In  the  discussion  of  the  default  situation  it  should  not  be  overlooked  that 

r 

'  many  local  units  had  become  accustomed  to  financing  their  operations  with 
i  money  temporarily  borrowed  in  anticipation  of  the  collections  of  taxes  and 
other  revenues.  While  recovering  from  the  effects  of  the  depression  many 
of  these  units  are  not  only  curing  their  default  condition,  but  are  finding 
themselves,  as  a  result  of  rigid  economy,  able  to  carry  on  with  their  opera¬ 
tions  on  a  cash  basis  and  without  the  necessity  of  the  extensive  borrowing  as 
was  practiced  in  the  past.  In  view  of  the  most  favorable  market  for  tax 
anticipation  notes  at  the  present,  there  is  perhaps  less  interest  in  borrowing 
money  for  temporary  purposes  manifested  among  local  units  whose  notes 
would  be  readily  marketable  than  has  been  the  case  within  the  past  twenty 
years.  Tliis  is  a  decidedly  healthy  trend  in  local  government  finances. 

As  of  August  1,  1934,  a  Refinancing  Division  of  the  Local  Government  C'om- 
I  mission  was  created  with  the  approval  of  the  Director  of  the  Budget  and  the 
Personnel  Director.  The  purpose  of  this  division  is  to  provide  more  direct 
assistance  for  defaulting  units  in  the  preparation  of  workable  refinancing 
plans  where  such  plans  are  obviously  necessary  for  the  elimination  or  the 
prevention  of  a  defaulting  condition.  The  Division  is  also  especially  intended 
to  help  the  smaller  units  that  are  least  able  to  help  themselves.  The  service 
of  the  Division  is  rapidly  becoming  invaluable.  Already  the  refinancing  under 
its  plans  for  two  units  are  nearing  consummation  and  defaults  have  been 
practically  eliminated.  It  is  now  working  in  co-operation  with  24  units,  plans 
for  many  of  which  are  practically  completed  and  ready  to  be  submitted  to 
■  bondholders.  The  Division  is  gradually  increasing  its  service  as  more  units 
are  appealing  to  the  Commission  for  aid. 

'  Notwithstanding  the  progress  now  being  made,  the  Commission  is  of  the 
1  opinion  that  the  default  situation  with  many  local  units  presents  one  of  the 
foremost  governmental  problems  to  be  solved  in  this  State.  Although  difficult 
in  many  of  its  aspects,  the  problem  is  by  no  means  beyond  possibility  of  solu- 
I  tion,  for  the  Commission  is  convinced  that  there  is  no  county,  municipality 
or  district  in  the  State  which  has  defaulted  in  the  payment  of  the  principal 
of  and/or  the  interest  on  its  obligations,  for  which  some  plan  of  refinancing, 
readjustment  or  settlement  of  debt  cannot  be  effected,  regardless  of  the  cir¬ 
cumstances  that  may  have  contributed  to  such  default.  Yet  time  and  perse¬ 
verance  are  required  before  this  can  be  accomplished. 

I  Unquestionably  the  depression  has  taken  its  toll  among  local  governmental 
'  units.  It  has  been  the  direct  cause  of  more  defaults  than  any  other  factor. 
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The  sudden  decline  in  the  demand  for  local  government  bonds  late  in  1931 
caught  some  units  wholly  unprepared  to  withstand  the  depression  period  when 
their  plans  for  ce^ain  necessary  refinancing  through  the  sale  of  refunding 
bonds  were  interrupted.  There  are  instances,  however,  where  default  was 
inevitable  had  there  been  no  depression,  bcause  the  accumulation  of  debt  had 
already  exceeded  ability  of  the  units  to  pay. 

The  Commission  believes  that  the  importance  of  expediting  elimination  of 
defaults  cannot  be  over-emphasized.  In  extending  its  aid  to  local  units  for 
preparation  of  refinancing  plans,  the  Commission  is  prompted  by  its  realiza¬ 
tion  that  inertia  is  not  going  to  produce  the  means  of  solving  the  default 
problem.  Most  of  the  defaulting  units  are  manifestly  anxious  and  desirous 
of  effecting  some  agreement  with  bondholders  which  will  enable  them  to 
resume  the  payment  of  principal  and  interest  on  their  bonds  as  the  same  fall 
due.  In  numerous  cases  the  Commission  finds  that  unfamiliarity  with  the 
problem,  inexperience  with  the  intricate  details  oftentimes  involved  in  re¬ 
financing,  and  the  need  of  expert  guidance  and  assistance  attribute  chiefly 
to  the  failure  of  many  units  to  have  cured  their  default  condition  up  to  the 
present  time. 

Based  upon  its  observation  of  the  problem,  the  Commission  has  reached 
the  conclusion  that  the  most  logical  method  of  coping  with  the  default  situa¬ 
tion  in  many  local  governmental  units  is  that  the  Commission  itself  be  vested 
with  a  specific  power  and  more  adequate  means  for  devising,  preparing  and 
submitting  to  creditors  in  behalf  of  defaulting  units  comprehensive  plans  of 
refinancing  or  re-adjusting  their  debt  in  such  manner  as  circumstances  may 
require.  The  Commission  concludes  that  this  method  towards  solution  of 
the  problem  is  especially  logical  for  the  smaller  defaulting  units.  Therefore 
the  Commission  unqualifiedly  recommends  its  adoption.  While  the  Refi¬ 
nancing  Division  in  the  office  of  the  Commission  is  performing  an  increasingly 
valuable  service,  more  definite  statutory  authority  and  enlarged  facilities  are 
needed  in  order  that  the  Division’s  service  may  be  rendered  still  more  effec¬ 
tively. 

Should  the  foregoing  recommendation  be  followed,  the  Commission  is  of 
the  opinion  that  it  should  be  vested  with  at  least  a  discretionary  power  of 
enforcing  adherence  by  a  unit  to  the  terms  of  a  refinancing  agreement  with 
its  creditors,  after  such  agreement  is  consummated.  In  other  words,  shoula 
the  refinancing  or  re-adjustment  plan  of  a  unit  contemplate  some  loss  to  its 
bondholders,  these  bondholders  would  more  readily  surrender  their  bonds, 
take  their  losses,  and  accept  refunding  bonds  if  greater  assurance  is  given 
than  is  now  provided  by  law  that  the  unit  must  adhere  to  the  agreement. 
The  Commission  has  found  that  bondholders  generally  are  willing  to  assent 
to  the  terms  of  a  proposed  refinancing  plan  which  are  reasonably  within  the 
ability  of  a  defaulting  unit  to  meet,  but  the  question  frequently  arises,  “Will 
the  unit  try  diligently  to  live  up  to  the  terms?”  Therefore  it  is  believed  that 
strengthening  this  assurance  to  bondholders  will  further  influence  their  co¬ 
operation.  While  the  Commission  does  not  undertake  to  estimate  the  time 
which  forced  refinancing  or  re-adjustment  of  debt  would  require  to  eliminate 
the  default  conditions  of  local  governmental  units,  the  greatest  possible  co- 
oi)eration  that  can  be  had  from  the  bondholders  will  hasten  completion  of  ^ 
the  task. 
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Employment  by  defaulting  units  of  outside  agents  to  conduct  their  refi¬ 
nancing  operations  has  produced  varied  results.  In  some  instances  the  work 
of  these  agents  has  been  very  successful  and  commendable.  In  other  instances 
they  have  accomplished  little,  and  alterations  obviously  necessary  in  some  of 
their  proposals  have  entailed  such  work  upon  the  Commission  as  would 
have  justified  preparation  of  the  refinancing  plan  by  the  Commission  from 
the  beginning. 

GENERAL! 

At  the  annual  meeting  of  the  State  Association  of  County  Commissioners, 
held  in  August,  1934,  the  Association  adopted  certain  resolutions  intended 
for  the  betterment  of  county  government.  The  provisions  of  one  of  these 
resolutions  contemplated  a  change  in  the  annual  date  of  listing  property  for 
taxes  from  April  1st  to  January  1st.  The  Local  Government  Commission  has 
always  recommended  this  change  of  date.  It  has  long  been  a  sound  conten¬ 
tion  that  much  personal  property  is  escaping  the  tax  books  on  account  of  the 
listing  date  in  neighboring  states  being  January  1st.  Such  change  would 
also  allow  more  needed  time  for  preparation  of  tax  books.  It  would  tend  to 
cause  the  tax  year  in  all  local  units  to  more  closely  coincide  with  the  fiscal 
year,  a  condition  greatly  needed  for  increased  efficiency  in  the  fiscal  opera¬ 
tions  of  local  government. 

Another  resolution  adopted  by  the  Association  provides  a  method  of  merg¬ 
ing  or  abolishing  certain  functions  of  county  government  in  the  interest  of 
economy.  The  Commission  is  advertent  to  certain  circumstances  where  aboli¬ 
tion  of  certain  county  offices  or  the  merger  of  their  functions  with  other 
offices  would  effect  economy  with  the  same  or  with  a  greater  degree  of  effi¬ 
ciency.  The  Commission  is  therefore  in  sympathy  with  this  idea. 

The  Association  also  adopted  a  resolution  providing  for  the  appointment  of 
tax  collectors  wherever  it  may  be  deemed  advisable  to  divorce  the  duties  of 
collecting  taxes  from  the  office  of  sheriff.  Notwithstanding  the  fact  that 
many  sheriffs  have  performed  their  duties  very  efficiently  as  tax  collectors, 
the  imposition  of  this  duty  upon  an  elective  officer  seems  unsound  and  may 
be  expected  to  continue  as  a  source  of  trouble  in  counties  until  some  remedy 
is  devised.  Provision  for  the  appointment  of  tax  collecting  officers  is  appar¬ 
ently  the  best  remedy. 
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LETTER  OF  TRANSMITTAL 


December  15,  1936. 

Honorable  J.  C.  B.  Ehringhaus, 

Governor  State  of  North  Carolina,  Raleigh. 

Sir: 

We  have  the  honor  of  transmitting-  to  you  herewith  the  report 
of  the  Local  Government  Commission. 

Respectfully  Submitted, 

Chas.M.  Johnson,  Chairman, 

Baxter  Durham, 

A.  J.  Maxwell, 

Charles  G.  Powell, 

Louis  Fisher, 

Baxter  Hunter, 

John  L.  Skinner, 

Geo.  L.  Stansbury, 

Meade  H.  Willis, 

W.  E.  Easterling,  Secretary, 

Geo.  H.  Adams,  Chief  of  Refinancing 
Division  of  Commission. 


The  Local  Government  Commission 


The  Local  Government  Commission  was  created  by  Act  of  the  General 
Assembly  of  1931.  The  purpose  of  this  Act  was  to  establish  some  control  over 
the  power  of  local  units  of  government  to  incur  debt  so  as  to  prevent  the 
creation  of  needless  and  excessive  debt.  To  this  end,  the  Commission,  among 
other  things,  was  charged  with  the  duty  of  approving  the  issuance  of  all 
bonds  and  notes  by  counties  and  municipalities  of  selling  all  such  issues  at 
its  office  in  the  City  of  Raleigh  and  of  approving  investments  of  sinking 
funds  in  certain  classes  of  security  prescribed  by  law. 

REFINANCING 

The  Commission  had  hardly  begun  to  function  when  it  was  confronted 
with  a  condition  of  local  government  finance  never  before  experienced  in  the 
history  of  the  State.  Defaults  by  local  units  of  government  in  the  payment 
of  principal  and  interest  on  their  outstanding  bonds  had  already  begun  to 
occur.  That  the  increase  in  the  number  of  defaulting  units  was  gathering 
momentum  seemed  inevitable.  By  the  middle  of  1933  the  peak  was  reached 
when  sixty-two  of  the  100  counties  and  152  of  260  cities  and  towns  had  failed 
to  meet  payment  of  their  maturing  obligations.  Much  can  be  said  about  the 
cause  of  local  government  defaults.  Briefly,  the  depression  period,  with  its 
accompanying  abnormal  decline  in  collections  of  taxes  and  other  revenues, 
was  the  contributing  factor  to  a  majority  of  less  serious  defaults.  The  ef¬ 
fects  of  the  depression  upon  many  units,  therefore,  left  them  helpless  with¬ 
out  invoking  some  extraordinary  method  of  alleviating  the  condition.  Heavy 
annual  maturity  of  bonds  could  not  be  met  even  though  the  aggregate  debt 
was  not  excessive.  Suffice  it  to  say,  this  was  the  result  of  unintelligent  plan¬ 
ning  for  payment  at  the  time  the  outstanding  bonds  were  issued.  Lastly, 
debt  incurred  by  some  local  units  was  unquestionably  in  excess  of  their  abil¬ 
ity  to  pay. 

It  became  obviously  necessary  then,  that  some  solution  of  the  default 
problem  had  to  be  devised.  Without  the  benefit  of  past  experience  or  pre¬ 
cedent  for  guidance,  the  Commission  set  about  to  find  a  solution.  The  mar¬ 
ket  demand  for  offerings  of  refunding  bonds  was  rapidly  diminishing  so  that 
this  method  of  refinancing  was  no  longer  available.  Even  by  the  end  of 
1931,  efforts  to  sell  new  issues  in  most  instances  were  futile  and  the  Com¬ 
mission  practically  discontinued  offering  bonds  for  sale.  Experiment  was 
therefore  begun  by  offering  bondholders  new  (refunding)  bonds  of  longer 
maturity  in  exchange  for  their  matured  or  early  maturing  bonds.  At  first 
new  bonds  of  higher  interest  rates  were  so  offered  as  an  inducement  for 
bondholders  to  agree  to  the  exchange.  Late  in  1932,  this  idea  of  inducement 
wasi  abandoned  and  no  bonds  of  higher  interest  rates  than  the  bonds  ex¬ 
changed  have  since  been  offered  in  connection  with  a  refinancing  plan.  The 
Commission  saw  no  further  need  of  so  penalizing  a  unit  for  a  condition  cre¬ 
ated  by  an  economic  depression. 

The  Commission  soon  found  that  temporary  refinancing  (exchanging  new 
bonds  for  bonds  in  default)  in  most  instances  was  not  accomplishing  satis- 
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factory  and  permanent  results.  Too  much  repetition  was  required.  It  also 
developed  that  existing  laws  were  inadequate  for  more  comprehensive  re¬ 
financing  and  the  Commission,  in  order  to  facilitate  the  work,  sponsored 
proposed  legislation  which  was  passed  by  the  General  Assembly  of  1933. 
Among  other  things,  this  legislation  authorized  the  issuance  of  term  refund¬ 
ing  bonds  with  the  option  of  payment  prior  to  their  maturity.  There  was 
no  existing  authority  at  that  time  for  the  issuance  of  term  bonds,  such  au¬ 
thority  having  been  repealed  with  the  passage  of  the  Municipal  Finance  and 
County  Finance  Acts  principally  due  to  the  danger  of  sinking  funds  being 
susceptible  to  dissipation.  With  the  passage  of  the  1933  laws,  however,  the 
Legislature  limited  such  authority  to  the  issuance  of  funding  and  refunding 
bonds,  as  it  was  manifestly  necessary  to  simplify  refinancing.  Provision  was 
made  for  creation  of  sinking  funds  but  such  provision  restricted  their 
use  to  the  purchase  of  the  particular  refunding  bonds  at  market  prices  less 
than  par  or  to  their  redemption  and  payment  at  par  prior  to  their  maturity 
as  sinking  funds  were  accumulated. 

Refinancing  under  the  provisions  of  the  1933  laws  has  produced  results 
in  interest  savings  surprising  to  the  most  optimistic.  In  several  cases,  the 
unpaid  balances  of  the  callable  term  bonds  have  been  refunded  by  sale  of 
new  serial  issues  having  fixed  maturities.  An  extraordinarily  favorable  mar¬ 
ket  for  new  issues  of  bonds  has  accounted  largely  for  this  saving.  Notably 
among  units  for  which  refinancing  plans  were  consummated  and  for  which 
the  term  bonds  were  later  refunded  by  sale  of  new  issues  are  those  shown 
in  the  statement  below.  In  addition  to  these,  there  are  other  units  for  which 
similar  savings  may  be  expected  in  due  course  of  time. 


STATEMENT  SHOWING  SAVINGS  IN  INTEREST  COST  THROUGH 
SALE  OF  REFUNDING  BONDS  AFTER  CONSUMMATION 

OF  REFINANCING  PLANS 


Counties 


Amount 

Sold 


Alamance  . 

. $  809,000 

Catawba  . 

.  115,000 

Randolph  . . 

.  82,000 

Robeson  . 

.  55,000 

Cities 

Burlington  . 

.  165,000 

Burlington  . 

.  451,000 

Gastonia  . 

.  773,000 

Goldsboro  ■ . . 

.  50,000 

Greensboro  . 

.  372,000 

Greensboro  . 

.  578,000 

Greensboro  . 

.  6,450,000 

Monroe  . 

.  170,000 

Oxford  . 

. .  48,000 

Raleigh  . 

. .  635,000 

Average 
Rate  Old 

Bonds 

Yield 

New 

Bonds 

Annual 
Savings  of 
Interest 

Average 

Muturity 

Total 

Savings 

4.95% 

4.16% 

$  6,391.10 

17.3  yrs. 

$  110,566.03 

5.65% 

3.65% 

2,300.00 

13.9  yrs.  . 

31,970.00 

4.787% 

3.863% 

757.68 

6.26  yrs. 

4,743.07 

5% 

1.99% 

1,655.50 

4  yrs. 

6,622.00 

5.761% 

4.997% 

1,259.60 

15.45  yrs. 

19,460.82 

5.343% 

4.734% 

2,746.59 

13.4  yrs. 

36,804.31 

5.584% 

4.69% 

6,910.62 

15.69  yrs. 

108,427.63 

5.194% 

3.549% 

822.50 

6.5  yrs. 

5,346.25 

5% 

2.37% 

9,543.60 

1.6  yrs. 

15,269.76 

5% 

3.933% 

6,167.26 

13.1  yrs. 

80,791.11 

5% 

3.72% 

82,560.00 

17.225  yrs. 

1,422,096.00 

5.9% 

3.764% 

3,621.00 

18  yrs. 

65,178.00 

5.34% 

4.134% 

578.88 

10.7  yrs. 

6,194.02 

4.866% 

3.614% 

7,950.20 

15.78  yrs. 

125,454.16 

$2,038,923.16 
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The  Commission  was  advertent  to  its  responsibility  of  proceeding  cau¬ 
tiously  with  respect  to  the  terms  of  refinancing.  Compromising  bona  fide  ob¬ 
ligations  of  units  in  default  by  reduction  of  interest  or  principal,  or  both, 
was  a  matter  for  serious  consideration.  There  was  the  ever  apparent  dan¬ 
ger  of  it  being  misconstrued  as  attempted  repudiation  which  might  have 
proved  detrimental  to  the  credit  of  the  State  and  to  local  units  of  govern¬ 
ment  in  good  financial  standing.  However,  in  1934,  the  Commission  no  longer 
pondered  over  a  decision.  It  assumed  the  position  that  the  terms  of  any  re¬ 
financing,  whether  compromise  was  involved  or  not,  should  be  predicated 
upon  mutual  agreement  between  the  debtor  unit  and  its  creditors  and  reached 
after  intelligent  appraisal  of  the  reasonable  ability  of  the  unit  to  pay.  It 
realized  that  compromise  in  certain  situations  was  essential  to  economic 
salvation  of  the  units  affected  as  well  as  to  the  ultimate  benefit  of  all  their 
bondholders. 

For  the  purpose  of  assisting  defaulting  units  with  the  preparation  and 
promulgation  of  refinancing  plans,  a  refinancing  division  with  very  limited 
facilities  was  established  in  the  office  of  the  Commission  in  August  1934. 
Beginning  at  July  1,  1935,  this  division  was  augmented  by  a  nominal  in¬ 
crease  of  appropriation  for  operating  expenses.  With  the  application  of  time 
and  much  work,  the  division  is  producing  results  which  are  highly  satis¬ 
factory. 

Elsewhere  in  this  Report  may  be  found  exhibits  (Exhibits  A  and  A  A  on 
pages  13  and  22  showing  refinancing  plans  in  operation  on  which  were 
consummated  during  the  four-year  period  ending  June  30,  1936.  Some  of  the 
plans  listed  in  the  exhibits  involve  simple  exchanges  of  bonds  of  like  amount 
and  interest  rate  prearranged  with  the  bondholders  and  did  not  necessarily 
mean  that  the  units  were  in  default.  Others  were  more  comprehensive  and 
were  for  the  purpose  of  curing  a  defaulting  condition.  It  will  be  noted  that 
in  a  few  cases,  refinancing  has  been  repeated.  Circumstances  made  this  un¬ 
avoidable  and  occasional  further  repetition  may  be  required  to  ultimately 
cure  a  defaulting  condition.  Included  in  this  list,  also,  are  refinancing  opera¬ 
tions  which  involved  interest  reductions  for  Avery  County,  Cumberland 
County  School  districts.  Apex,  Benson,  Bessemer  City,  Biltmore  Forest,  Con¬ 
over,  Hamlet,  Maxton,  Rowland  and  Scotland  Neck.  More  recently  refi¬ 
nancing  plans  put  into  operation  which  provide  for  interest  reduction  are 
as  follows: 

Asheville:  $20,974,500.00  bonds  maturing  in  1976;  $15,319,667.72  with  inter¬ 
est  at  1  per  cent  for  3  years,  1%  per  cent  for  2  years,  iy2  per  cent  for 
5  years,  2  per  cent  for  5  years,  2  44  per  cent  for  5  years,  2%  per  cent 
for  5  years,  3  44  per  cent  for  5  years,  and  4  per  cent  for  the  remaining 
10  years; 

$5,654,832.28  with  interest  at  2  per  cent  for  4  years,  244  per  cent  for  16 
years,  3  per  cent  for  6  years,  3  44  per  cent  for  4  years,  and  4  per  cent 
for  10  years,  all  to  be  exchanged  for  a  like  amount  of  bonds  and  notes 
bearing  interest  from  4  44  per  cent  to  6  per  cent. 

Asheville  Local  School  Tax  District:  $2,778,500.00  bonds  maturing  in  1976 
with  interest  rates  the  same  as  those  specified  for  the  first  block  of  the 
City  of  Asheville,  as  stated  above,  to  be  exchanged  for  a  like  amount  of 
bonds  bearing  interest  from  4%  per  cent  to  6  per  cent. 
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Buncombe  County:  $18,009,123.34  bonds  maturing  in  1976  with  interest  at 

1  per  cent  for  3  years,  1%  per  cent  for  2  years,  V/o  per  cent  for  5  years, 

2  per  cent  for  5  years,  2 1/4  per  cent  for  5  years,  2  %  per  cent  for  5  years, 
3%  per  cent  for  5  years,  4  per  cent  for  10  years,  to  be  exchanged  for  a 
like  amount  of  bonds  and  notes  bearing  interest  from  4%  per  cent  to 
6  per  cent. 

Brunswick  County:  $1,925,000.00  bonds  maturing  in  1965  with  interest  at 
1%  per  cent  for  3  years,  2  per  cent  for  7  years,  2l^  per  cent  for  10  years, 

3  per  cent  for  5  years,  and  4  per  cent  for  5  years,  to  be  exchanged  for  a 
like  amount  of  bonds  and  notes  bearing  interest  from  5  per  cent  to  6 
per  cent. 

$155,191.25  bonds  maturing  in  1965  with  interest  at  l^/^  per  cent  for  3 
years,  2  per  cent  for  7  years,  2%  per  cent  for  10  years,  3  per  cent  for  5 
years  and  4  per  cent  for  5  years,  to  be  exchanged  in  full  settlement  of 
interest  due  from  October  1,  1932  to  July  1,  1935,  inclusive,  in  the  amount 
of  $310,382.50. 

Interest  coupons  and  accrued  interest  on  past  due  bonds  and  notes  to 
September  30,  1932,  computed  at  the  contract  rates  amounting  to  $117,- 
799.30  to  be  reduced  to  the  basis  of  iy2  per  cent  per  annum  and  retired 
by  payment  in  cash. 

Craven  County:  $3,733,000.00  bonds  maturing  in  1976  with  interest  at  2y2 
per  cent  for  5  years,  3  per  cent  for  13  years,  3%  per  cent  for  7  years,  4 
per  cent  for  7  years,  4y2  per  cent  for  8  years,  to  be  exchanged  for  a  like 
amount  of  bonds  and  notes  bearing  interest  from  4%  per  cent  to  6  per 
cent.  Past  due  interest  coupons  and  accrued  interest  on  bonds  and  notes 
to  July  1,  1936,  computed  at  the  contract  rates  amounting  to  $624,718.00 
to  be  retired  as  follows:  (a)  interest  to  September  6,  1933,  to  be  paid 
at  the  contract  rates  in  cash;  (b)  interest  due  between  September  6, 
1933,  and  July  1,  1936,  to  be  computed  on  the  basis  of  50  per  cent  of  the 
contract  rates  and  Interest  Funding  Bonds  to  be  delivered  in  settlement 
therefor;  the  Interest  Funding  Bonds  maturing  in  1976  with  interest  at 
the  same  rates  borne  by  the  refunding  bonds. 

Henderson  County:  $2,847,000.00  bonds  maturing  semi-annually  from  July 
1,  1938,  to  January  1,  1968,  in  installments  of  $36,500  to  $53,000  with  in¬ 
terest  at  2  per  cent  for  3  years,  2^/^  per  cent  for  3  years,  3  per  cent  for 
5  years,  4  per  cent  for  5  years,  and  contract  rate  of  bonds  refunded  for 
15%  years,  to  be  exchanged  for  a  like  amount  of  bonds  bearing  interest 
from  4%  per  cent  to  6  per  cent. 

Past  due  interest  coupons  and  interest  accrued  at  the  coupon  rate  to 
July  1,  1936,  on  matured  and  unmatured  bonds,  amounting  to  approxi¬ 
mately  $536,892.83,  to  be  reduced  to  the  basis  of  1%  per  cent  per  annum 
and  retired  by  payment  in  cash. 

Montgomery  County:  $247,500.00  bonds  maturing  in  annual  installments  of 
$50,000.00  from  1955  to  1958,  inclusive,  and  $47,500.00  in  1959,  with  in¬ 
terest  at  4  per  cent  for  4  years  and  contract  rates  of  bonds  refunded  for 
19  years,  to  be  exchanged  for  a  like  amount  of  bonds  bearing  interest 
from  4%  per  cent  to  6  per  cent. 
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Past  due  interest  coupons  and  interest  accrued  at  the  coupon  rates  to 
July  1,  1936,  on  matured  bonds,  amounting  to  approximately  $220,542.20, 
will  be  paid  in  cash  at  60  per  cent  of  the  contract  rates. 

All  interest  coupons  maturing  from  July  2,  1936,  to  July  1,  1940,  inclu¬ 
sive,  attached  to  bonds  in  the  amount  of  $1,481,500,  which  mature  sub¬ 
sequent  to  July  1,  1940,  will  be  reduced  to  a  4  per  cent  interest  basis. 

Polk  County:  $198,500.00  bonds  maturing  annually  from  July  1,  1943,  to 
July  1,  1956,  in  installments  of  $2,000.00  to  $20,000.00,  interest  at  4  per 
cent  for  5  years,  5  per  cent  for  5  years,  and  contract  rates  of  bonds  re¬ 
funded  for  10  years,  to  be  exchanged  for  a  like  amount  of  bonds  and 
notes  bearing  interest  from  4%  per  cent  to  6  per  cent. 

Past  due  interest  coupons  and  interest  accrued  at  the  coupon  rates  to 
July  1,  1936,  on  matured  bonds,  amounting  to  approximately  $90,846.33 
to  be  reduced  to  the  basis  of  4  per  cent  per  annum  and  retired  by  pay¬ 
ment  in  cash. 

Interest  coupons  maturing  from  July  1,  1936,’  to  July  1,  1946,  inclusive, 
attached  to  bonds  in  the  amount  of  $443,500.00,  which  mature  subse¬ 
quent  to  July  1,  1941,  will  be  reduced  to  the  same  interest  rates  as  those 
of  the  new  refunding  bonds,  except  that  coupons  attached  to  one  issue 
of  4%  per  cent  bonds  will  not  be  increased  to  a  rate  in  excess  of  4% 
per  cent. 

Black  Mountain:  $184,000.00  bonds  maturing  in  1965  with  interest  at  2  per 
cent  for  5  years,  3  per  cent  for  5  years,  and  6  per  cent  for  20  years  to  be 
exchanged  for  a  like  amount  of  bonds  bearing  interest  at  6  per  cent. 

Interest  on  notes  outstanding  in  the  amount  of  $12,300.00  to  be  reduced 
to  3  per  cent  per  annum  and  principal  maturities  extended.  Past  due 
interest  coupons  and  interest  accrued  on  all  bonds  at  the  coupon  rates 
to  July  1,  1935,  amounting  to  $14,448.00,  to  be  reduced  to  the  basis  of  2 
per  cent  per  annum  and  retired  by  payment  in  cash. 

Cary:  $107,000.00  bonds  maturing  in  1966,  with  interest  at  3  per  cent  for  5 
years,  4  per  cent  for  5  years,  5  per  cent  for  5  years,  and  5  %  per  cent  for 
15  years,  to  be  exchanged  for  a  like  amount  of  bonds  bearing  interest  at 
5  %  per  cent. 

$13,718.51  bonds  maturing  in  1941  with  interest  at  3  per  cent  to  be  ex¬ 
changed  for  a  like  amount  of  past  due  interest  coupons  and  accrued  in¬ 
terest  to  January  1,  1936. 

Other  plans  providing  for  exchange  of  bonds  at  the  same  interest  rate 
which  have  been  declared  operative  since  July  1,  1936,  include  Spencer,  Wil- 
liamston  and  Stokes  County.  Plans  become  operative  when  actual  exchanges 
of  bonds  are  begun.  Plans  now  in  process  which  are  not  in  operation  but 
which  are  expected  to  be  in  due  course  of  time,  include  Boone,  Brevard, 
Cherryville,  Clinton,  Clyde,  Elizabeth  City,  Elkin,  Franklinton,  Jonesville,  Ker- 
nersville,  Lexington,  Mt.  Gilead,  New  Bern,  Pinetops,  Red  Springs,  Rocking¬ 
ham,  Selma,  Tabor  City,  Warsaw,  Wendell  and  Zebulon,  and  the  counties  of 
Onslow,  Washington  and  Watauga.  Negotiations  have  been  begun  for  Au- 
lander,  Belhaven,  Bridgeton,  Bryson  City,  LaGrange,  Maiden,  Marshall, 
Mebane,  Plymouth,  Southport,  Waynesville,  Weaverville  and  Wallace  and  for 
the  counties  of  Graham,  Jackson,  Jones,  Pamlico,  Transylvania,  and  Tyrell. 
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There  have  been  no  refinancing  plans  up  to  the  present  time  providing 
for  the  reduction  of  principal.  Whether  this  will  become  necessary  in  any 
particular  case  is  a  matter  yet  to  be  determined.  With  respect  to  those  plans 
which  provide  for  interest  reduction,  there  has  been  a  saving  effected  which 
is  almost  incredible.  Assuming  that  those  units  had  been  compelled  to  pay 
the  principal  of  their  debt  according  to  the  terms  contemplated  in  the  re¬ 
financing  plans  and  had  also  been  compelled  to  pay  interest  on  the  debt  at  the 
rates  originally  incurred,  it  is  conservatively  estimated  that  additional  in¬ 
terest  costs  to  the  taxpayers  would  have  been  in  excess  of  $36,000,000.00.  Fur¬ 
ther  savings  which  cannot  be  estimated  will  be  realized  by  reason  of  the 
ability  of  these  units  to  purchase  and  retire  their  bonds  at  prices  less  than 
par. 

Excluding  those  units  for  which  plans  for  refinancing  are  in  operation,  or 
in  process  of  becoming  operative,  the  default  situation  at  the  present  time  is 
as  follows: 

Counties  Cities  and  Towns 


For  which  negotiations  have  been  begun .  6  ^  13 

For  which  negotiations  have  not  been  begun .  14  70 

Total .  20  83 


Most  of  the  units  remaining  in  default  consist  of  smaller  counties  and  of 
towns  of  less  than  1,000  population.  Their  refinancing  problems  will  be  just 
as  difficult  of  solution,  however,  as  have  been  for  some  of  the  larger 
units.  Refinancing  should  not  be  necessary  in  a  few  cases  where  the  units 
themselves,  with  some  extra  effort,  can  cure  their  defaults. 

It  is  the  opinion  of  the  Commission  that  the  public  in  general  is  concerned 
about  eventual  elimination  of  defaults,  but  there  are  obstacles  which  hinder 
refinancing  that  must  be  removed  before  this  can  be  accomplished.  First, 
willingness  on  the  part  of  the  units  to  deal  fairly  with  their  creditors  is 
prerequisite.  That  some  units  have  been  successful  in  reducing  interest 
rates  on  their  obligations  is  no  indication  that  other  units  may  receive  the 
same  benefits.  Justification  for  compromise  cannot  be  shown  where  a  unit, 
after  rearrangement  of  principal  maturity,  is  reasonably  able  to  pay  in  full. 
Second,  the  practice  of  accepting  bonds  and  interest  coupons,  without  re¬ 
striction,  in  payment  of  taxes  will  mean  default  as  long  as  it  is  continued. 
It  usually  inures  to  the  benefit  of  a  few  and  is  unfair  to  the  majority  of  tax¬ 
payers  as  well  as  to  the  original  purchasers  of  the  bonds.  It  is  also  produc¬ 
tive  of  illegitimate  trading  in  bonds.  Third,  the  application  of  funds  which 
should  be  impounded  for  the  benefit  of  all  creditors,  to  the  purchase  of  any 
bonds  of  any  maturity  at  market  prices  which  have  been  depressed  as  a  re¬ 
sult  of  default  should  be  prohibited. 

With  final  respect  to  refinancing  and  for  what  has  been  accomplished 
thereby,  the  Commission  feels  obligated  to  acknowledge  the  spirit  of  respon¬ 
sibility  exhibited  by  local  officials  and  the  cooperation  extended  by  bond¬ 
holders. 
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NEW  FINANCING 

For  a  period  covering  approximately  five  years  from  1929,  comparatively 
little  financing  of  new  public  improvements  was  done.  During  that  period 
economic  development  was  retarded  but  population  continued  to  increase. 
When  the  country  began  to  emerge  from  the  depression  there  followed  a 
rapid  economic  development  and  expansion  which  gave  rise  to*  the  need  and 
demand  for  new  public  improvements. 

In  1933,  the  Federal  Public  Works  Administration  was  established.  The 
Administration  offered  to  finance  State  and  local  government  projects  by  a 
grant  of  30  per  cent  (later  increased  to  45  per  cent)  of  the  cost  of  new  con¬ 
struction  projects  and  by  purchase  of  4  per  cent  bonds  of  local  units  for  the 
remainder  of  the  cost.  From  many  sources  local  government  units  were 
urged  to  participate  in  PWA  funds  for  the  financing  of  new  construction. 
Although  participation  by  local  government  units  in  North  Carolina  ranks 
low  in  the  list  with  other  states,  the  Local  Government  Commission,  in  face 
of  the  fact  that  the  function  of  the  Public  Works  Administration  was  a  re¬ 
covery  measure  and  that  its  benefits  were  temporarily  available,  adopted  as 
liberal  policy  in  approving  bond  issues  as  it  felt  was  reasonably  safe,  but 
confined  its  approval  to  those  improvements  which  appeared  to  be  most  nec¬ 
essary. 

Elsewhere  in  this  report  are  exhibits  (Exhibits  B  and  BB  on  pages  40 
and  48)  showing  new  bonds  issued  during  the  four-year  period  ending 
June  30,  1936.  These  exhibits  indicate  where  bond  issues  were  supplemented 
with  Federal  funds.  New  bonds  amounting  to  $11,864,219.69  were  issued 
and  while  a  large  amount  of  bonds  were  refunded  during  the  four-year 
period,  the  net  reduction  of  indebtedness  of  local  government  was  $32,- 
499,727.88. 

In  connection  with  new  financing,  the  Commission  feels  that  it  is  justly 
entitled  to  credit  for  a  further  substantial  saving  for  local  units  issuing  new 
bonds,  particularly  for  many  of  those  which  had  entered  into  loan  and  grant 
agreements  with  the  Public  Works  Administration.  Instead  of  selling  the 
bonds  to  the  Federal  Government  at  4  per  cent  interest,  the  Commission 
first  ascertained  whether  or  not  the  bonds  might  be  sold  at  a  better  price  at 
public  sale  in  the  open  market.  As  a  result,  some  issues  brought  interest 
rates  as  low  as  2%  per  cent  and  savings  in  interest  costs  ranged  from  $2,000 
to  $15,000,  depending  upon  the  amount  of  bonds  sold.  The  aggregate  of  such 
savings  has  already  exceeded  the  biennial  appropriation  for  maintenance  of 
the  Local  Government  Commission.  Much  of  these  savings  were  made  pos¬ 
sible  by  a  change  in  the  law  sponsored  by  the  Commission  through  the  1935 
session  of  the  General  Assembly.  By  this  law  bidders  are  permitted  to  name 
more  than  one  rate  of  interest  for  a  single  issue  of  bonds  to  bear.  As  a  re¬ 
sult,  bonds  evidencing  new  debt  as  well  as  refunding  bonds  have  been  sold 
at  substantially  lower  interest  yields  than  they  would  have  otherwise, 

SINKING  FUNDS 

The  Local  Government  Act  of  1931,  as  amended,  provides  that  sinking  fund 
investments  shall  be  “in  bonds  or  notes  of  the  United  States  or  of  the  State 
of  North  Carolina,  or  in  bonds  or  notes  of  the  unit,  or  in  such  bonds  or  notes 
of  North  Carolina  municipalities,  counties,  and  school  districts  as  are  elig¬ 
ible  for  investment  of  the  sinking  funds  of  the  State  under  any  law  in  force 
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at  the  time  of  investment  of  such  local  sinking  funds  .  .  Liquidation  of 
investments  which  do  not  fall  within  the  foregoing  provisions  is  required  by 
law,  but  the  Commission  is  authorized  to  extend  the  time  of  forced  liquida¬ 
tion. 

On  the  following  page  is  a  summary  of  sinking  fund  assets  reixirted  by 
units  to  the  Commission  at  June  30,  1932,  and  June  30,  1936.  Ineligible  in¬ 
vestments  are  marked  by  asterisk.  The  condition  of  investments  in  1932 
was  such  that  the  Commission  found  it  impracticable  to  force  rapid  liquida¬ 
tion  without  it  resulting  in  substantial  losses.  In  many  cases  ineligible  in¬ 
vestments  could  not  be  readily  liquidated  and  in  some  cases  face  value  prob¬ 
ably  never  can  be  realized.  However,  the  summary  shows  substantial 
increases  of  eligible  investments  and  decreases  of  ineligible  except  real  es¬ 
tate.  Increase  in  real  estate  has  come  about  as  the  result  of  foreclosure  of 
mortgages  and  cfeeds  of  trust  at  which  the  units  themselves  were  compelled 
to  take  the  property.  It  is  expected  that  liquidation  of  ineligible  investments 
will  be  accelerated  from  now  on  with  the  general  improvement  in  business 
conditions  and  that  it  may  be  orderly  conducted  without  the  losses  which 
would  have  been  inevitable  heretofore.  Many  term  issues  of  bonds  have 
been  retired  during  the  four-year  period  ending  June  30,  1936,  which  ac¬ 
counts  largely  for  the  reduction  of  total  sinking  funds. 


SUMMARY  OF  SINKING  FUND  INVESTMENTS 


Counties 

Cash  . 

*Real  Estate  Mortgages . 

‘  *  Persona]  Notes  . 

*  Collateral  Notes . 

*Real  Estate . . . 

State  of  N.  C.  and  U.  S.  Bonds.. 

Bonds  of  the  Unit . 

Bonds  of  other  N.  C.  Units . 

*Inter-fund  Loans . 

^Building  and  Loan  Stock . 

*  Corporate  Bonds . 

Totals . 

Cities  and  Counties 

Cash  . 

*Real  Estate  Mortgages . 

*  Personal  Notes . . 

*  Collateral  Notes . 

*Real  Estate  . 

State  of  N.  C.  and  U.  S.  Bonds.. 

Bonds  of  the  Unit . 

Bonds  of  other  N.  C.  Units . 

*Inter-fund  Loans . 

^Building  and  Loan  Stock . 

*Corporate  Bonds  and  Stock . 

Totals . 


June 
30, 1932 

$3,292,801.01 

2,984,481.99 

36,536.27 

286,627.20 

152,085.57 

21,535.83 

1,114,461.97 

231,464.60 

232,531.91 

15,000.00 

25,000.00 

$8,392,526.35 


$2,071,341.78 

590,537.20 

39,497.60 

85,389.20 

425,685.46 

16,590.00 

1,547,347.67 

38,842.14 

95,513.98 

203,278.22 

143,890 

$5,257,913.25 


June 
30, 1936 

$1,885,356.17 

930,231.75 

6,600.00 

14,567.47 

640,275.32 

329,750.00 

2,158,432.13 

557,957.61 

139,087.88 


7,500.00 

$6,669,758.33 


$1,099,249.61 

227,334.08 

22,387.57 

32,098.74 

504,926.67 

350,325.00 

1,833,954.63 

139,500.00 

5,000.00 

62,486.25 

82,000.00 

$4,359,262.55 


Increases 


$  488,189.75 
308,214.17 
1,043,970.16 
326,493.01 


$2,166,867.09 


$  79,241:21 

333,735.00 

286,606.96 

100,657.86 


$  800,241.03 


Decreases 

$1,407,444.84 

2,054,250.24 

29,936.27 

272,059.73 


93,444.03 

15,000.00 

17,500.00 

$3,889,635.11 


$  972,092.17 
363,203.12 
17,110.03 
53,290.46 


90,513.98 

140,791.97 

61,890.00 

$1,698,891.73 


*  Made  ineligible  for  investment  by  1931  law. 
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interest  rate  maturing  7 /I /1933.  76% 


REFINANCING  PLANS— CITIES  AND  TOWNS— EXHIBIT  AA— Continued 


28 


Report  OF  The  Local  Government'  Commission 


ca 

o 

5^ 


o 

00 

g 


■w 

^ 


?5 

•c«S 

e 


■w 

S 

O 

s 


e 

C) 


s 

o 

•<«a 

•40 

CO 

§  s 
C)»  g 

K  ►is 

I  S 

1  o 

2  a? 

?  o 

o 

Sh 

•e 

e 

00 


vP 

o 

O 


"O  <u 

c  ^ 

g  £ 

o  "V 

I  S 

QJ  C 

^  o 

ii_i  M 

O  c 
01  h 
c  -2 

O  2 

X5  S 


ai 


o2  - 
^  cS 

0)  5h 

b£ 

c 

rrt  ^ 

CO  fl; 

x>  2h 

O  0^ 

H  ,5 


o  § 
c  ^ 
o  ^ 

^  o 

iro  o 


CO 

oo 


oo 

o 


o 

o 

o 

o 

o 

oa 


c> 

lO 

as 


rs  'O 
c  c 
CS  cs 

-tJ 

c 

3 

°  S 
S  \ 

<u  ^ 

M 

O  .3 

03  3 

rs 

C  3 

g  s 


01 


o  . 

««  cS 
01  ^ 

M 

S  “ 

Co  q;  •\ 

fC 

O  0)  \ 
1>C  ^ 


a 


s  ^ 

c  13 

o  ^ 
#  O 

kA  <D 


o  o  o  o  o  o 
O  o  o  o  o  o 

o  o  o  o  o  o 
o  o  o  o  o  o 
o  o  o  o  o  o 
csj  co"  ol  o 


Tt<  CA 
•rj<  T}< 


IC 

Ut,  t*  CO  CO  ^ 

_ u  _u  il•-^ 


O  -  — 

O^  C5  05 


O  C5 


o 

o 

o 

o 

o 

lA 

o 


CO 

iA 

CO 

CO 

C5 

05 

^H 

\ 

\ 

»-H 

tH 

(NJ 

(M 

rH 

H 

be 

bo 

p 

■S 

o 

§ 

p 

p 

o 

S 

'S 

p 

p 

Ph 

«fH 

a» 

Ph 

a> 

HH 

<3 

Ph 

»— 1 

< 

P5 

Ph 

o 

o 


'O  o; 
c  ^ 

5  £ 

^•S 

°  c 

I  § 

CO 

01  C 
^  o 

»t-l  ^ 

°  .s 

C  cS 

^  s 


u 

o 

<4H 


be  ^ 

S  “ 

Cg  q; 
O  0^ 

X  'S 

w  .S 


C5 

lA 

C5 


O 

o 

o 

o 

o 

CO 

5X> 


>* 

H 

H-l 

Q 

C/2 

W 

Pi 

o 


CO 

C5 


bo 

•  ^ 
"O 
p 
p 

0) 

Ph 


CO 

00 


^  a> 
c  ^ 

g-o 

i  ^ 

n 

0)  c 
o 

*>H 

«f-i  ^ 

o  .a 

“  3 

'V  ^ 
o 

32  S 


O 

o 


o 

<+-l 

0^ 

H-» 

<v 

u 

CA 

CO 

bo 

P5 

CO 

05 

P 

c/: 

05 

0) 

t-H 

\ 

rH 

\ 

JP 

O 

X 

H 

u 

QJ 

H-> 

^H 

CD  CD 


OO  00 
T}<  -►i< 
05 


CO  CO 


o  o 
o  o 

o  o 
o  o 
o  o^ 

00 


CO 

05 


CO 

be 

.s 

3 

fo  3 
2  " 


o 

H 

tlH 


bo 

_c 

c 

3 

01 

Ph 

C-I 

01 


3 

OJ 


01 

> 

o 

1-1 

p. 


rt 


tn 

cC 


o 

CO 


p 
p 
o 

s 

a  ^ 


vP 


lA 

o 

►“H 

(M 


01 

30 


U3 

t: 

3 

o 

32 

iH 

O 

•l-H 


01 

be 

s 

«  ^ 
X  ^ 

w  .2 


be 

P 

*u 

P 

a 

§  ^ 


05 


to 

(M 

oa 


c^  01 
O 

^  s 

12 
.  p 

>sS® 

^  3 
lO  o 


'S 

3 

3 

SH 

be 

_3 

IS 

3 


'3 

01 

33 

ai 

TS 

3 

O 

32 

>-i 

O 

>. 

-t: 
be  G 

3 

3  01 

33  33 
U  H-' 
X  t, 

H  o 


s  s 

HH  O  DJ 

J&i  i-H  O  SO 
c<i  (M  eo  i-H 

2  c  C  C 
^  O  o  o 

o  ^ 


as 

S  ^ 

P 

3  °  3 
0^0 

<DlOlOlOlO  Oioso 


CA 

p 

o 


;z: 

o 

H 

CQ 

< 

o 


CO 

iA 

05 


CO 


o 

o 

o 

o 

o 

o 

00 


CO 

CO 

05 


be 

p 

p 

p 

<4H 

0^ 

Ph 

w 

u 

p 

<v 


> 

<C 


P 

<v 

H 


05 


05 


o 

o 

o 

T? 


CO 

CO 

05 


be 

p 

p 

p 

a; 

u 

P 

o 


Report  of  The  Local  Goveknmeni'  Commission 


29 


O 

O 


o 

o 


o 

o 


Oi 

Ci 


o 

o 


<D 

73 

<v 

o 

?4 

00 

o 

•> 

C 

f-l 

o 

o 

CO 

o 

O 

cd 

o 

o 

SH 

Oi 

o 

» 

t“H 

lA 

OJ 

X 

4-» 

PI 

OJ 

X 

o 

Oi 

00 

TJ 

\ 

00 

lA 

o 

o 

T3 

3 

o 

'T3 

CO 

cd 

■rH 

o 

ft 

c 

ft 

ee- 

0^ 

09- 

CO 

CS 

c 

cd 

03 

C/3 

a; 

•  • 

CO 

o 

4-> 

o 

03 

ft 

(l> 

ft 

«H 

o 

03 

O 

O 

f: 

0) 

44) 

09- 

•v 

-2 

Cd 

n3 

c 

4-3 

P 

P 

o 

s 

p 

(U 


o| 

'O  § 

O  2 

xi  S 

o  ^ 

1s 

5C 

5  w 
5  <1^  1-H 

u  0)  > 

X  ■S  \ 

H  .S  ^ 


d 


o| 

■s  = 

c  "" 

X  fi 

S-l  n, 

^  a 

rt;  • 

C  ^ 

2  CQ 
W  a>  rH 

••C  s-t 
O  <D  ^ 

w  .S  ^ 


a 

ft 


C3  'ft 
o  c 

S  cS 


u  CS 
®  ft 


cS 

ft 


§  ^  ^ 
ii  o 

^.Sg 


0^ 

bo 

X 

o 

X 

H 


Cd 

'S  M 
ft  ft 

lA 

(M 

T3 

-<->  -ll 

03  fe 

tH 

lA 

p 

2  o 

09- 

O 

0 

JQ  "o 

-O  'H 

# 

O 

o 

cvf 

>$ 

ft 

o 

O  'M 

t4^ 

X  o 

09H 

4J 

13 

O  ^ 


d 

o 


d 

P< 

u 

o 


d 

a 


§  s  5) 

p  p  ^ 
°  °  ft 

o 

;|J  ^ 

Tj<  T:f  LO 


(M  ^ 


c 
o 


■5t 


lO 

ft 

°  ft 

S^  tf'  ° 

^ 

us  U5  O 


5s 

ec  ^ 

c3 

5  X 
ft  ft 
ft  o 

us  us  «io 


•>a< 


^ 


oo 

ft 

o 


ft 

o 


«5  us  us 


(M 

O 


03 

03 

03 

03 

03 

03 

;4 

03 

03 

U 

03 

u 

03 

>i 

U 

>» 

U 

>* 

cd 

d 

>* 

>* 

Cd 

rH 

o 

>> 

Cd 

CO 

u 

o 

>* 

o 

^4 

CO 

u 

o 

0) 

>* 

C<l 

0) 

>> 

(M 

CO 

u 

o 

>» 

lA 

CO 

u 

o 

OJ 

C<! 

lA 

?4 

o 

a> 

>» 

lA 

U 

<H 

u 

U 

«f4 

<f4 

o 

^  c> 

o 

o 

.  CA 

O 

^  CA 

O 

^  r% 

O 

^  'H 

^  ^  ^ 

-IJI  US  US  lO 


^ 

US  US  'c 


lb 


00 

C^ 


\ 


o 

o 

o 

o 

o 

t> 

CO 

6e- 


OO 

00 

00 

CO 

00 

03 

lA 

lA 

lA 

lA 

lA 

lA 

Ci 

O 

Oi 

03 

03 

03 

1*4 

f*4 

^4 

1-4 

^4 

\ 

\ 

\ 

rH 

tH 

^4 

^4 

1*4 

r4 

\ 

\ 

\ 

\ 

CO 

CO 

CO 

t- 

t- 

A3 

r-4 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

CO 

03 

00 

00 

03 

CO 

Al 

1*4 

t- 

^4 

o 

lA 

CO 

09- 

€/3- 

<v 

P 

Cd 

5-^ 

O 

%H 

44 

P 

0) 

p 

P 

no 

o 

p 

P 

p 

d 

d 

d) 

P 

o 

rP 

bn 

o 

p 

«3 

•XJ 

P 

*54 

p 

44 

Cd 

O 

P 

P 

u 

o 


0) 


d 

^  . 

i^ 
43  CO 
^  CO  05 
2  0^  1-H 

o  o;  _> 
X 


<v 

bn 

P 


H 


p  \ 

^  lO 


o  o 
o  o 

o  o 

O  lA 
^  tr- 


09- 


00  o 

CO 

t  t 
t- 

CO  CO 
Oi  Ci 


\ 

CO 


o 

o 

o 

o 

CO 

•CD 


09- 


co 

CO 

Ci 

\ 


CO 

CO 

CO 

03 

^4 

bo 

P 

^4 

\ 

0 

o 

t- 

<4H 

0) 

bo 

c 

o 

m 

M 

Q 

c 

o 

«44 

<: 

w 

Sh 

a; 

P 

a> 

<3 

a> 

o 

O 

o 

a 

CO 

CO 

CO 

CO 

CO 

CO 

03 

03 

03 

^4 

^4 

1-4 

\ 

\ 

tH 

1-4 

^4 

\ 

CO 

CO 

tr- 

"o 

o 

u 

0) 

44 

be 

•S 

p 

d) 

zn 

cd 

O 

Ph 

P 

P 

bn 

SJ) 

o 

<44 

O 

P4 

p 

•pH 

_c 

CQ 

T3 

-S 

m 

P 

ft 

o; 

P 

<44 

ft 

Sh 

44 

o5 

QJ 

a4 

a> 

rv* 

W 

o 


CO 

CO 

o 


c-- 


bo 

p 

O) 

« 

a» 

P 

QJ 

c 


lA 

CO 

Oi 


CvJ 


bo 

P 

P 

P 

v-i 

Q) 

Ph 


H  - 

S  g 

s  s 


<  o 

H-t 

H-J 


CO 

Oi 


tS3 

a 


30 


Report  of  The  Local  Government  Commission 


•Ki 

o 


h- 1 

w 

M 

ffl 


Xfl 

O 


<I 

h:! 

Cm 

O 

Iz; 

(—1 

Q 

iz; 

<3 

»— I 

Ch 


c 

Oi 

Pa" 

0 

00 

0 

iiO 

0 

IP 

rH 

rH 

CO 

0 

Ci 

0 

rH 

rH 

pa 

CO 

PJ 

<1 

60- 

pa 

00- 

cc 

00 

0 

H 

CO 

Tj< 

1— 1 

5) 

CO 

uo 

CO 

CO 

CO 

CO 

CO 

CO 

t- 

rH 

44 

IC 

CP 

CP 

ID 

CP 

iO 

CO 

CO 

0 

Oi 

0 

0 

C5 

0 

Ci 

Oi 

a 

0^ 

0 

Oi 

HH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

0 

44 

\ 

\ 

\ 

\ 

P 

rH 

rH 

rH 

1 

\ 

\ 

\ 

r/2 

t- 

P- 

t- 

5:5 

S 

•<?* 

o 


05 

o 


« 

Si 


s 

s 

o 


•M 

a 

C) 

'a 

g 

a 

g 

o 

•r* 

"e  w 

I  i 

0) 


vS^ 

O 

o 


*73  O 
fl  ^ 
C3  «2 


a> 

o 


s 

ce 

o 


o 


'd 
d)  c 

§  § 

"m 

!i 

^  s 

«o  cd 


u  fl 

O 

‘<-1  — 
0)  ;=( 
F&  a 

»rt  t*> 

§  ft 


O  .S 
S  c3 

^  s 

o  " 
a 

<D  ^ 

bO  ^ 

s , . 

rC  ^  -V. 

y  0)  ^ 

H  .S  t- 


SH 

o 

+3 

ri 

3 

O 

s 


o 


^  to 

e3  -2 
S 
o 

rQ 


c; 


o  ^ 


o 

-fj 

n3 

y 

> 

fi 

0) 

01 

Qi 

+3 

A 

bo 


P5 


U5 

CO 

05 


0) 

-(-> 

<1>  '5  00 

^  CO 
CO  Oi 

to  S  \ 


bo 

3 

a 

« 

>< 

W 


3 

3 


O 

3 


3  ^ 

.S 


•4-5  •• 

^  01 

^  I 

3  «H 

a 

ai 

^4  3 

O 

CO 
lO 
05 

3  r 

o  _> 

rD  r" 


bo 

3 

•  fH 

p 

O) 

U 

P 

O 

•4-) 

CO 

<v 

?-« 

0^ 


T3  -rJ  I, 

^  ^  s 

1^1 

3  2  3 

05  Q 

■3  ji 
3  3 
(M  3 
>> 


=3  -45  o 

rft  X 


3 

,3 


;h 

3 

a 

»i 

•H 

3 

■a 

•3 

3 

3 


^:S 

O 
so 

■a  ^ 
3  ® 
3 


'  O 
43  3 

0)  'O 

ra  o 

3  « 
::2  3 


-t-5 

01 

3 

3 

■44) 

3 


'TS 

3 

«H 

3 

'3 

O 

fa 


'3 

^  s 

O  3 

^  »  t« 

3  O  ^ 

3  00  <3  3 

3  O 

>>  M  .  ,0 

3  t© 

4J  3  <3^  be 
Oj  3  O  c 

4— I  t>>  tH  -,-1 


01 

3 

3 

3 


'O 

3 

-(.5 

’a 

3 

<fi 

3 

'V 


01  if 

*3  2 

3 

tU  — 

>5  '2 

ff 

3  C3 

3 

O  01 
, 

3  C 
®  O 
4=4  rQ 


01 

3 

'V 

3 

'3 

3 

3 

-t-> 

X 

3 

M 

■3 

3 

o 

,Q 


3 

3 


3 

3 

^  • 
3  >» 


2  3 

C2  ^ 

§  S 


00 

pa 

s 

CO 

1^ 

0 

t- 

CO 

CP 

Oi 

pa 

CP 

ip 

pa 

S 

CO 

00 

P- 

Ci 

C5 

pa 

P 

r>j 

P 

/H 

S 

(M 

p 

rH 

rH 

P 

Q 

CO 

rH 

p 

p 

P- 

tH 

p 

Q 

P 

00 

414 

44 

CO 

P 

0 

W 

w 

3 

0 

P 

0 

P 

0 

0 

P 

0 

w 

3 

0 

44 

e 

44 

2? 

R5 

IP 

ip 

iP 

CP 

ip 

iP 

ip 

CP 

iP 

iP 

ip 

CP 

W  CO 


o  o  o 
o  o  o 

o  c>  o 
o  o  o 
o  o  o 


O  o  o 
O  o  O 

O  O  o 
O  o  o 
O  O  o 


o 

o 

o 

o 

o 

00 

CP 


o 

o 

o 

o 

o 

CO 

CP 


CO 


o 

o 

o 

o 

o 

CO 

pa 


o 

o 

o 

o 

o 

lO 


a 

o 

pi 

o 

Ci 

o 

t- 

lO 


o 

IP 

pi 

o 

pa 


! 

•a 

g 

0 

cq 

CO 

05 

rH 

\ 

rH 

0 

Z 

\ 

t> 

Eh 

0 

be 

w 

.S 

1— ( 

fa 

•V 

0 

fa 

p 

fa 

05 

•r» 

44 

•r* 

0 

Q 

Z 

fa 

p 

CfH 

d^ 

w 

0 

HH 

(0 

P 

o 

•fN 

u 

a 

> 

CO 

Ci 

•73 

P 

P 

CO 

CO 

Oi 

bo 

p 

3 

3 

3 

fa 


3 

3 

O 

•  F4 

u 

p 

> 

CO 

CO 

C5 

be 

3 

P 

P 

<M 

0^ 

Ph 

:h 

0) 


00 

p 

o 

•n 

> 


CO 

CO 

c; 

rH 

be 

^p 

p 

p 

«4H 

0^ 

K 


CO 

CO 

0) 

p 

n3 

0) 

'p 

p 


CO 

o 

<4-» 

P 

o 

p: 


CO 

CO 

d) 

p 

'p 

-g 

•P 

P 

t-H 

CH 

O 

CO 

d> 

4-> 

P 

o 


6  6 


O 

O 


^  -T 
o  ^ 

CO 

o  r' 

S  x}< 

V} 

^  be 

3  3 

ft  3 

o  p 

.£  -S 

^  s 

^  s 


3  ’*■ 
3  u: 

bo 

S  ® 
2  ® 
,3  C 

r  i  ® 
fa  » 


lO 


o  o  o 
o  o  o 

o  o  o 
o  o  o 
o  o  o 


o 

o 

o 

o 

o 

lO 

■Sf 

€«■ 


3  Tjt 
bo  sc 

3  05 
Jh 

3  ^ 

^  \ 
3  \ 

W 

-(■5 

3 

3 

s 

3 
> 
O 
3 


01 

3 

O 

3 

3 


O 

Eh 


§  ^ 

HH  " 

fa 


3  a 

^  S 

^  hH 

bo  173 

-S  c 

-3  3 

3 

3 


Report  of  The  Local  Goyeramext  Commission 


31 


Oi 


O 

o 


o 

o 


'V 

c 

a 


i) 

o 

v 


-tJ 

s 

O  'O 


s 

cC 


C 

a 

a 

o 


73  0) 


ce 


o 

(U 

Xi 


a 
O  V 


B 

q; 


C 

ri 

C 

o 


ns  <u 
§  o 
<u 

fi 

^  r,-. 
°  ^ 
S  1=^ 
=« 

0)  fj 

Xi  o 


O  .S 

^  p 

5  t8 

i  B 


O 


o 


g  • 

0)^0 

bo  5? 

^  Ci 
CO  1-H 


s  - 

o  a> 
X 

H  .5 


to 

T3 

SH 

o 

o 

»H 

0) 

bo 

s 

n3 

X 


bo 

$-1 

3 


cS 

»H  . 

CO 
CO 
to  05 

01  tH 


y  y 

-If 


H 


'*1  ^ 

O  .S 

|B 

1  B 

*2  ^ 

^  03 

bO  !g 

^  CO 

!3  CO  ci 

2  0)  i-H 

O  0)  ^ 

X  ■£  \ 

.3  c~ 


H 


^ 


IC  ^ 


UO 


lO 


CO 

^  c 

(M  5 

c  ° 


o 


(M 


3  " 
°  ^ 

^  ^  ^  S3^ 

IC  kO  IC  TJH 


t- 


^  § 

00  ^ 

rH  »-^ 

c  ^ 
o  o 


O  o 

CD  kC  IC  lO 


O 

o 

o 

o 

o 


o 

o 

o 

o 

o 


o 

o 

o 

o 

o 


o 

o 

o 

o 

o 


o  o  o  o 
o  o  o  o 

o  o  o  o 
o  o  o  o 
o  o  o  o 

tH  CO  iO  rjT 


o  o 
o  o 

o  o 
o  o 
o  o 


o  o 

O  o 

o  o 
o  o 
o  o 

oJ  o 


o 

o 

o 

o 

o 

o' 


o 

o 

o 

o 

o 


60“ 


t- 

o 

o 

t> 

a 

CO 

1 

kO 

1 

cq 

ci 

ci 

00 

o 

kO 

o 

Ci 

o 

o 

o 

C5 

Oi 

rH 

rH 

rH 

rH 

rH 

rH 

\ 

\ 

\ 

rH 

rH 

rH 

\ 

\ 

\ 

t- 

lO 

t- 

rH 

rH 

o 

o 

o 

o 

O 

o 

o 

o 

o 

o 

o 

o 

o 


60- 


o 

o 

o 


o 

o 

o 


00  oo 


o 

o 

o^ 

o 


o 

o 

o 

o 

CO 


'<ct« 


t- 

CO 

o 


o 

o 

o 

o 

o 

kO 


o 

o 

o 

o 

o 


t- 

00 

00 

00 

05 

O 

CO 

05 

05 

CO 

CO 

CO 

CO 

CO 

'TP 

05 

05 

05 

05 

05 

05 

05 

05 

05 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

o 

o 

o 

o 

o 


o 

o 

d 

o 

o 


o 

o 

d 

o 

o 

t> 

CO 


o 

o 

d 

o 

o 

CO 


o 

o 

d 

o 

o 

d 

<M 


o 

Oi 


o 

o 

d 

o 

o 

(m”* 

(M 


CO 

CO 

o 


CO 

CO 

o 


pj 

o 

z 

H 


be 

p 

p 

p 

<4H 

« 

u 

<v 

p 


bo 

3 

73 

3 

3 

SH 

<u 

« 

;-i 

q; 


bo 

B 


bo 

B 


bo 

B 

TJ 

B 

3 

H-l 

(U 

« 

;h 

<u 


c3  CS 


0^ 

s 

(U 

> 

o 

$-> 

B. 

s 


Xi 

3 


s 

0) 

> 

o 

ft 

s 


X! 

3 

Ch 


bo 

_B 

'S 

B 

3 


CO 

CO 

CO 

c 

B 

o 

CO 

CO 

CO 

CO 

M 

3 

Ph 

CO 

t 

05 

05 

05 

pJ 

«4H 

<.  . 

C5 

rH 

HH 

(M 

03 

(M 

03 

(M 

rH 

\ 

4H 

4-5 

CO 

CO 

CO 

CO 

CO 

3 

\ 

CO 

kO 

P 

P 

f^\ 

05 

05 

05 

05 

05 

M 

t- 

00 

12; 

o 

H 

a 

12: 

l-H 

X 

H 


bo 

_B 

'5 

B 

3 

a> 

K 


bo 

B 

'V 

B 

3 

»n 

0) 


bO 

B 

•  pH 

'3 

B 

3 

>M 


bo 

B 

B 

3 

«*-l 

a; 


bo 

B 

•  PN 

n3 

B 

3 

«*-( 

Hi 

« 


% 

o 

H 

o 

X 

w 

h:] 


ns 

5  CO 
CO  CO 

^  o 
X  r' 
bo  \ 

•  pN 

u 


p 


bO 

_B 

'3 

B 

3 

s-l 

3 

"o 

o 

X 

u 

M 


bo 

B 

•  p^ 

TJ 

B 

3 

3 

« 


32 


RKroRT  OF  The  Local  Government  Commission 


•S 

3 

o 


H-( 

« 

HH 

K 


m 

y. 

o 

H 

C 

c 

72 


72 

-11 


o 

t— ( 

o 

*•< 

I— I 

r_'' 


Cl) 

s 

‘8 


5> 

E-i 


e 

Cii 


<4^ 

,e 


•» 

s 

o 


e 

C) 


o 

I  " 

I  g 

1 

C)1 

O 

CQ 


o 

e 

CO 

•«»» 

HO 

•<«» 

o 


CD 


O 

o 


•TJ 

0) 

c 

cd 

o 

«4-l 

P 

P 

o 

s 

cd 

c 

cd 

a; 

P 

O 

<w 

be 

O 

CO 

D 

s 

Cd 

o 

g 

u 

o 

a; 

4-> 

cd 

0) 

be 

p 

cd 

CO 

0) 

X 

c^ 

0) 

X 

W 

.£ 

n3 

cd 


0) 

u 

o 

0^ 


p 
O  ^ 


B 

cd 

0) 


P 
p 

P 
o 

O  5 

g  p 

^  £ 


O) 


CD 

CO 


o 

c 

o 


0^0 


;o  lo 

S3  S3 
O 


o 

CO 

S3 

o 


§  ^ 
C-  I-H 

S3 
O 


<M 

S3 


S3 

O 


v§ 

«5  UO  UO  UO 


CO  lO 


'3' 


;-i 

*2  - 
?3 

fll  ^  • 

tifi 

c  5S 

2  CO  C5 

2  <u  .-H 
J3  s-(  \ 
o  o  ^ 

w  .S  > 


S  § 

CO 

c 

§  ^ 

CD  ID 


O 

o 

o 

o 

o 

04 

04 

m- 


Oi 


o 

o 

o 

o 

o^ 

ID 


C5 


o 

o 

o 

o 

o 

cT 


o 

o 

o 

o 

o 


a 


o 

o 

o 

o 

o 

ID 


CO 


o 

o 

c> 

o 

ID 


o 

o 

o 

o 

o 

oT 


CD 


o 

o 

o 

o 

o 


be 

c 

H-> 

P 

o 

c 

p 

C*H 

0; 

Pi 

g 

01 

> 

o 

Si 

ID 

CO 

ft 

Ci 

g 

HH 

q; 

CO 

C5 

o 

H 

O 

;2: 

h-t 

X 

w 


s  ^ 

W  CO 

X  c 

50  \ 


^  c 

OJ  ^ 

T3  ‘-3 

m  g 

'U  Vh 
P  ^ 
CS 

-t-> 

<D 

01 


CZ! 


U5 

CO 

05 


C5 

bfl 

_C 

C 

3S 

IH 

01 

-l-> 

S3 

0) 

s 

01 

> 

o 

u 

ft 

s 


3 

Pi 


lO 

CO 

05 


bs) 

.S 

c 

3 

«*i 

0) 

Pi 

bS) 

c 


3 

m 

ft 


3 

3 


no 

CO 

05 


05 

be 

_C 

'3 

c 

3 

SH 

01 

Pi 

3 

o 

J3 

O 

W 


uo 

CO 

05 


CO 

be 

3 


33 

3 

3 

O  'S 
P5 


PQ 

m 

l-H 

o 

1-3 


cd 

u 

<i> 

P 

0) 

C 


ID 

CO 

a> 


CD 

X 

be 


TJ 

c 

cd 

<v 

m 

u 

0^ 

cd 


kD 

CO 

C5 


CD 

H-) 

4= 

be 


o 

0) 

W 

be 

c 

•fH 

TJ 

3 

3 


o 

o 


p 

cd 


a> 

o 

CfH 

0^ 

•Q 


§  ^ 


s 

cd 

0) 


cd 

P 

o 


<w 


be 

o  .S 

CO  h 

g  rt 

^  £ 


o 

SH 

<D 

be 


a> 


04 

o 


CO 

cd  4) 


X  ;h 
o  0^  \ 

"S  o 

H  .S  2 


0^ 

ID 


vS> 

CD 


CD 


?s> 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

H-5 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

ID 

V 

O 

Oi 

O 

Ci 

Oi 

Oi 

<Ji 

Oi 

Ci 

a> 

:s 

srH 

rH 

»-H 

tH 

ID 

ID 

Oi 


O 

o 


o 

o 


o  o 
o  o 

ID  O 
CD  04 


O 

o 

o 

o 

o^ 

CD* 

ID 


a> 

« 


CD 

CD 

CO 

CO 

Ci 

05 

t-H 

i-H 

\ 

\ 

t-H 

\ 

tH 

be 

be 

c 

£ 

o 

CO 

'O 

3 

3 

"3 

3 

3 

HH 

Vi 

Q 

01 

01 

C 

Pi 

Pi 

CD 

CO 

c:* 


bo 

p 

'O 

c 

s 

C4H 

0^ 

Ph 

a> 

0) 

H-J 

CO 


Report  of  The  Local  Government'  Commission 


33 


C5 

C5 


o 

o 


t- 


o 

o 


o 

o 


c  00 
rt 

I  c 
%  ^ 

rt  to 

o  ^ 

i-T  ^ 

P* 

u 
o 

Pi 


be 

P 


(-1 

o, 

S 

o 

u 


V  CO 

be  'O 
c  c 
S  i 

O 

X  M 

w  .S  w 


TJ 

c 

ci 


a; 

ii 

o 

a; 


P 
o  'O 

i  ^ 

CQ 


P 

O 

bi) 

C 


0) 


CO 

C 

o 

o 


03 


CO 


a> 
bfi 

^  4J  CO 
5  CO  o 
TO  0)  »— « 
rC  5h  \ 

H  .S  ^ 


T3 

P 

c3 


0) 

;-i 

O 

«*-i 

lU 

XI 


p 
O  'O 

i  ^ 


0) 


p 

o 


tH  ^ 

O  .S 

^  -S 

S  cS 

^  s 


o 


<D 


cj 

u 


tr¬ 

ee 


0) 

5  to  oi 

2  <u  >-i 

^  Si  'v, 

y  0)  ^ 
X  -g  \ 

w  .S  ^ 


to  to 
a  y  eo 

>H  05 
o  0)  >-l 


^  .s  - 

T3  50 
'P  P 
P 


P 

o 

X! 


<v 

f-l 

o 

*->  «tH 

s  y 

^3  3  -Q 

o 

s 

3 


p 

p 


CD 

'p 

p  p 

O  ^ 

X>  X 

5-1  «(_( 

5  ° 

M  -- 


P 

c<3 

X 

y 

X 

H 


'p 

p 

p 


o 

p 

P 

o 


p 

o 

tU) 

p 

"y 

P 

-»-> 

p 

s 


s 

-(-> 

p 

p 

o 

s 

p 

y 

X 


05 


P  «> 


«*-i  y 
°  § 

c  ^ 
o 

p 
p 


o 


0)  ^ 
be  ® 
p 

p  be 
X  P 
^  *r 

H  3 


a> 

p  § 

H- <  o 

. 

(O  0) 

Oi 

CO 

1  « 

«  -B 

#  5- 

J?'!  X 
50  "S 


S  « 

-  P 

^  o 

'-f'  CO 

to  y 


to 

e<5 

05 


CD 

y 

5-( 

-25  d 

P  o 
•”  ,-1 

QJ 

p  "S 

p 

tw  C 

S  ° 

"P 

to 

^  "P 
P  P 

s 

o 

'bi 

.S  -S 


CO  CO  CO 

S-I  Sh  5-( 

^  ^ 
o  o  o 


y  Sh  55 

o  o  o 

«M  «W  tH 

'-S’  >-? 

5>  t> 
CO  IP 


y 

> 

o 

X 

p 

CD 

p 

y 

s 

p 

CO 


CO 


o 


(CO 


iA 


QO 

>» 

CO 

CO 

u 

2 

CO 

CO 

Sh 

CO 

o 

CO 

>* 

>. 

Sh 

CO 

>. 

CO 

*  ■ 

o 

tH 

>» 

liO 

u 

o 

o 

?H 

>» 

lO 

lO 

o 

lO 

Sh 

o 

O 

tH 

>» 

lO 

lO 

u 

o 

>* 

LO 

Sm 

u 

«4H 

u 

Sh 

.2 

.2 

.2 

o 

t2 

t2 

.2 

UO 

liO 

to 

lO 

lO 

lO 

LO 

o 

o 

o 

o 

o 


o 

o 

o 

o 

o 


o 

o 

o 

o 

o 


o  o  o 
o  o  o 

o  d  o 
o  o  o 
o  o  o 


LO 

LO 

o 

rH 

LO 

m- 

6e- 

00 

CO 

LO 

to 

LO 

lO 

LO 

1 

LO 

CO 

1 

05 

CO 

CO 

CO 

LO 

LO 

LO 

LO 

LO 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

rH 

^H 

rH 

rH 

rH 

tH 

rH 

iC 


<o 

05 


CO 

C5 


05 


o 

o 

d 

o 

o 

irt) 

€1^- 


o 

o 

d 

o 

o 


o 

o 

d 

o 

d 


o 

o 

d 

o 

o 


o 

o 

d 

o 

o 

05 

05 


o 

o 

d 

o 


o 

o 

d 

o 

o 

d 

uo 


o 

o 

d 

o 

00 


o 

o 

d 

o 

(d 

(M 


o 

o 

d 

o 

o 

fM 

&0- 


o 

o 

d 

o 

d 

CO 


o 

o 

d 

o 

lo 

05*' 

CO 


LO 

CO 

05 


:zi 

o 

H 


CO 

.2 

*c 

<v 

CO 


b£ 

P 


'O 
p 
p 

X  a» 

< 


la 

CO 

05 


n 


a> 

CO 


bo 

P 

c 

<w 

« 


CO 

CO 

CO 

CO 

CO 

CO 

05 

05 

05 

05 

?H 

H-> 

rH 

C 

<1> 

s 

0) 

> 

o 

& 

£ 


<D 

0) 


H 

< 

CQ 
H  K 


bo 

P 

'V 

p 

p 


p 

0) 

£ 

0^ 

> 

o 

ft 

s 


-4H) 

y 

y 

Sh 


m  m 


be 

p 

-p 

p 

p 

4h 

y 

Pi 


-(j 

P 

y 

s 

y 

> 

o 

y 

ft 

£ 


y 

y 

Sh 

-t-> 

en 

be 

p 


W 

< 

W  I* 

H  « 


'p 

P 

P 


H 

O 

« 

;z; 

o 


bfl 

_p 

p 

p 

yn 

y 

P5 

'p 

P 

p 

M 

P 

•  t^ 

"P 

P 

3 

fe 

P 

Sh 

y 

P 

y 

O 


P 

P 

be 

_p 

p 

p 

P 

X  CO 

^  s 

y  < 
M  ^ 

'£  M 
C  3 
P  .P 

-P  5 

.S?  tS 

<V 

P 


CO 

05 


CO 
05 

P  " 

1  \ 

>  t:- 

2  M 

I-- 


X 

P 

Ph 


tw 

y 

Ph 
TS 
p 

HH, 

be  P 
-3  P 

fy  -SH 
rP 

be 


P 

P 

P 

ttH 

y 


HH 

lO 

lO 

to 

T3 

CO 

CO 

CO 

p 

05 

05 

05 

p 

bc 
P 

•  ^ 
ft  M  p 

I— I  „  Py 

■jj  y 

y  y 
y  P 


W 

> 

HH 

O 

o 


be 

p 

3! 

P 


y 

Pi 


be 

p 

p 

p 

p 

V. 

y 

Pi 


be 

p 

p 

p 

p 

<w 

y 

Ph 


34 


Report  of  The  Local  Governmenti  Commission 


o 


H 

I— I 

M 

l-H 

K 

xn 

o 

H 

C 

12; 

< 

X/l 

H 

hH 

H 

f— I 

O 

m 

h— • 

PM 

o 

l-H 

o 

l-H 

E&i 

a 


o 

•w 

•4.^ 


o 

O 


CD 

S 

'8 

s 

e 

s 

'ti. 

«> 

o 


V. 


•« 

05 

«> 

<» 

•w 

s 


+0 

e 


so 

s 

S 

O 


so 

e 


o 


H  «5 

§  s 
O)  s 

Cj  '^5 
^  S 
o 

oq 

£  N-, 
S  o 
o 
Si 


05 

<» 


vO 

O 

O 


So 

3 

so 

cfl 

s 

IC 

T! 

C 

o 

A 


o 

o 

o 


€i^ 


.  C<l 

O  S 

^  T-S 
05  \ 

M  r* 
*=  > 
pC 

o 


r^  •pH 


o 

o 

o 

o 

to 

00 


iC 

CO 

Oi 


o 

W  o 
O  i 
m  w 


o 

o 


o 

o 


o 

o 


05 

'U 

ns 

C 

0) 

u 

3 

O 

cd 

o 

V 

d) 

33 

v> 

C 

PQ 

.  O  1® 

0 

o 

t: 

ix>  3 

O 

s 

c 

cd 

««  ,3 

cd 

T3 


d) 

%4 

o 

VI 

(V 

PQ 


O  ^ 


?  ^ 


o 

s 

<D 


0 

o 


o  c 

r^  O 

S  g 

o  C 


rS  5 
1  ^ 
o 

A 


a 


rt 


5-1 

o 

i)D 
01  c 

^  -3 
a  ” 


cO 

A 


u 

a 


M  I 


a> 
v> 
c« 

ww  E: 

^  CO  C5 

o;  th 
^  \ 


B 

sS 

0> 

.ii 


tH 

o 

tc 

73 

3 

O 

A 

5-1 

O 


3 

3 

3 

O 

b« 

3 

5-1 

3 


0) 


01 

be 


W 


3 

,3 

y 

X 

H 


•l-H  t- 


3 

0>  ^ 
bo 
3 
3  ^ 


V  a; 

X  ti 


CO 
CO 
CO  Ci 


CO 

W 

H 

« 

pin 

Pj 


be 

•S 

'B 

p 

0 

V 

0^ 


o 

o 

o 

o 

o 

lo 


O 

o 

o 

o 

o 

lO 


o 

o 

o 

o 

o^ 

o 

l> 


o 

o 

o 

o 

o 

cT 


o 

o 

o 

o 

o 

oT 


o 

o 

o 

o 

o 

»-H 

Ci 


o 

o 

o 

o 

o 


CO 

05 


IC 

CO 

05 


be 

p 

•  pH 

T! 

3 

3 


s  « 

o 


Q 

Ps 

o 

Ms 

XI 

o 


w 

05 


be 

_3 

3 

3 

«fS 

y 

Ps 

3 


Tf 

CO 

CO 

CO 

05 

05 

05 

tH 

tH 

\ 

'tH 

tH 

•-H 

\ 

o 

(M 

05 

tH 

SSI 

ec 

05 


be 

'B 

3 

3 

«fS 

05 

Ps 


<M 

t- 


Oi 

'3 

3 

o 

A  . 

M 

■t? 

^  3 
o  o 

pO 

tS  M 

s 

3  5 
Pi  ^ 

CO 

U  V 
O  0 

V  o 


0 
Pi 

oT 
bO 
p 
0 

-  i 

o 


0 

bo 

p 


Pi 


H 


CO 

u 


§ 

tH 

>> 

CO 

u 

3 

CO 

f£> 

Tt 

P 

O 

P 

c£> 

rH 

P 

rH 

(M 

3 

§ 

TJI 

rH 

00 

P 

O 

rH 

P 

rH 

05 

§ 

o 

oo 

o 

tH 

0 

>> 

o 

iH 

5s 

>» 

13 

f-i 

>» 

lA 

3 

O 

o 

O 

o 

o 

P 

O 

o 

o 

3 

o 

p 

o 

V 

3 

O 

<H 

u 

o 

V 

lA 

id 

lA 

lO 

sjl 

lA 

lA 

*rt< 

lA 

LO 

C£> 

<N 

CO 

iO 

o 

O 

O 

O 

o 

O 

o 

O 

o 

O 

o 

o 

o 

o 

o 

o 

o 

O 

o 

O 

o 

o 

o 

o 

o 

o 

o 

o 

o 

d 

d 

d 

d 

d 

d 

d 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

lA 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

rH 

00*' 

t> 

CO 

co"" 

i> 

03 

t> 

d' 

05 

05 

rH 

rH 

rH 

CO 

CD 

03 

rH 

rH 

09- 

(M 

o 

o 

o 

05 

LD 

CD 

LA 

LA 

5s> 

CD 

CD 

00 

00 

00 

05 

o 

rH 

1 

00 

00 

05 

1 

00 

O 

rH 

LA 

•pa 

CO 

CO 

iA 

LA 

LA 

LA 

CD 

i- 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

05 

tH 

rH 

rH 

rH 

rH 

rH 

rH 

T— i 

rH 

rH 

rH 

rH 

rH 

rH 

ss 

\ 

\ 

\ 

\ 

\ 

\ 

\ 

>s 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

rH 

•H 

\ 

\ 

\ 

\ 

\ 

\ 

\ 

\ 

rH 

rH 

tH 

05 

O 

(M 

rH 

o 

o 

o 

o 

lO 


lo 

CO 

05 


CO 

CO 

CO 

CO 

rH 

0 

0 

=3 

0 

be 

P 

.2 

•2 

O 

'n 

*n 

*C 

*n 

•  ^ 

cd 

cd 

cd 

cd 

ns 

> 

> 

> 

> 

P 

0 

V 

W 

o 

HH 

be 

P 

•^ 

ns 

P 

be 

_3 

3 

be 

3 

•  rr 

•3 

3 

be 

3 

-3 

3 

Q 

iz; 

<3 

<v 

« 

"cd 

u 

W 

0 

V 

3 

<IH 

3 

*fS 

3 

<+s 

a> 

p 

hM 

dj 

i) 

y 

<v 

<3 

Ph 

P? 

P^ 

« 

o 

O 

ROWLAND — Continued 

Refunding  Street  Improvement  1/1/1935  42,000.00  1/1/1965  Same  as  above 

Interest  Funding  1/1/1935  11,920.00  1/1/1945  3%%  For  defaulted  interest  coupons  and  ac¬ 

crued  interest  on  defaulted  bonds  to 
1/1/1935. 
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THE  LOCAL  GOVERNMENT  COMMISSION 


It  is  now  generally  known  that  the  Legislature  in  1931,  aware  of  an 
impending  crisis  in  local  government  finance  resulting  from  excessive  debt 
recognized  the  need  of  State  Control  over  the  power  of  local  government 
units  to  contract  debt.  To  conform  to  that  need  an  act  was  passed  creating 
the  Local  Government  Commission  and  under  the  provisions  of  the  Law  no 
county,  city,  town  or  other  political  sub-division  of  the  State  may  borrow 
money  for  any  purpose  except  upon  application  to  the  Local  Government 
Commission  and  upon  its  approval. 

REFINANCING 

In  a  previous  report  of  the  Commission  comment  was  made  on  the  condi¬ 
tion  of  local  government  finance  culminating  almost  immediately  after  the 
Commission  began  to  function.  A  review  of  that  report  is  appropriate  here 
in  order  to  show  how  the  Commission  has  carried  on  in  the  biennium  ending 
June  30,  1938  toward  alleviating  a  condition  which  otherwise  would  have 
brought  economic  chaos  and  stagnation  upon  a  large  number  of  our  com¬ 
munities. 

Defaults  in  the  payment  of  principal  and  interest  on  outstanding  obliga¬ 
tions,  inevitable  in  many  cases  although  the  number  was  certainly  accelerated 
by  the  period  of  economic  depression,  began  to  occur  in  local  units  through¬ 
out  the  State.  The  situation  was  not  confined  to  any  particular  section  of 
the  State  and  by  the  middle  of  1933  the  stigma  of  default  had  fallen  upon 
sixty-two  of  our  counties  and  one  hundred  and  fifty-two  of  our  cities  and 
towns.  Such  a  situation  was  without  parallel  in  the  history  of  the  State 
and  few  other  States  were  confronted  with  a  similar  problem. 

Inexperienced  and  without  a  single  precedent  for  guidance  the  Commis¬ 
sion  set  about  to  find  a  logical  and  permanent  solution  of  the  problem. 
Refinancing  was  the  only  solution  of  course,  but  refinancing  upon  terms 
commensurate  with  reasonable  ability  to  pay  and  upon  terms  acceptable  to 
creditors  was  the  task  to  be  performed.  Conservative  thought  was  if  we 
should  ever  ask  for  compromise,  it  would  react  unfavorably  upon  the  credit 
and  character  of  the  State.  However,  the  Commission  realizing  that  delay 
would  further  complicate  the  problem  disregarded  pride  and  went  about 
the  task. 

By  June  30,  1936,  with  the  splendid  cooperation  from  local  officers  and 
from  creditors  as  well  ninety-three  refinancing  plans  had  been  put  into 
operation  for  twenty-five  counties,  fourteen  road  districts,  seven  school  dis¬ 
tricts  and  forty-eight  cities  and  towns.  In  the  biennium  ending  June  30, 
1938,  ninety-six  additional  plans  were  put  into  operation  for  fifteen  counties, 
twenty-seven  school  districts,  fourteen  road  districts,  eleven  sanitary  districts 
and  thirty-six  cities  and  towns.  Exhibits  appearing  in  this  report  show  the 
units  affected  and  a  brief  outline  of  the  terms  of  refinancing.  They  afford 
some  conception  of  the  work  being  done.  The  amount  of  bonds  involved  in 
such  refinancing  is  approximately  $105,225,000. 
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Circumstances  have  made  it  necessary  in  a  few  instances  to  refinance  a 
second,  third  or  even  a  fourth  time  for  a  single  unit.  Some  plans  were 
calculated  to  provide  relief  from  year  to  year  until  the  unit  had  passed 
through  its  peak  period  of  annual  principal  maturities  and  while  the  market 
would  not  warrant  sale  of  its  refunding  bonds.  There  may  be  more  of  this 
kind  of  refinancing  necessary.  Other  plans  were  prepared  and  put  into 
operation  before  adequate  refinancing  laws  recommended  by  the  Commission 
were  passed  by  the  Legislatures  of  1933  and  1935. 

To  June  30,  1938,  plans  providing  compromise  by  reduction  of  interest  had 
been  put  into  operation  for  ten  counties,  thirty-six  cities  and  towns,  twenty- 
six  school  districts,  eleven  sanitary  districts  and  thirteen  road  districts. 
Practically  all  of  these  plans  are  either  consummated  one  hundred  per  cent 
or  are  well  along  toward  complete  consummation.  There  have  been  no  plans 
providing  for  reduction  of  principal. 

Since  June  30,  1938,  plans  have  been  declared  operative  for  the  seventeen 
towns  and  four  counties.  This  leaves  forty-nine  towns  in  default  for  eleven 
of  which  negotiations  are  under  way  and  thirteen  counties  for  three  of  which 
plans  are  now  in  process.  Of  the  remaining  thirty-eight  towns  there  are  at 
least  nine  for  which  refinancing  should  not  be  necessary  and  this  applies 
to  at  least  five  of  the  ten  remaining  counties. 

Results  of  such  refinancing  are  obvious.  Bonds  of  the  State  and  of  local 
units  are  being  sold  at  interest  rates  lower  than  ever  before.  It  would  be 
a  preposterous  claim  that  the  Local  Government  Commission  is  entitled  to 
full  credit  for  these  low  rates  of  interest.  Prevailing  money  surpluses,  seek¬ 
ing  investment  and  creating  a  strong  demand  for  State  and  Local  Govern¬ 
ment  Bonds  must  be  taken  into  account.  It  is  more  than  logical  assumption, 
however,  that  such  concerted  effort  in  North  Carolina  to  clean  house,  whether 
it  may  have  been  directed  by  the  Local  Government  Commission  or  any 
other  agency  sponsored  by  the  State  Government,  has  so  restored  the  confi¬ 
dence  of  the  investing  public  throughout  the  country  as  to  enable  the  State 
itself  as  well  as  many  counties  and  municipalities  to  benefit  tremendously 
in  marketing  new  issues  of  bonds.  It  is  hardly  reasonable  to  conceive  of 
such  benefits  had  the  State  remained  adamant  to  the  local  government 
default  situation.  Therefore,  the  amount  thus  saved  in  interest  cost  to  tax¬ 
payers  over  the  State  is  a  matter  of  pure  conjecture. 

But  the  refinancing  directed  by  the  Commission  is  not  finished  with  the 
consummation  of  plans.  Many  plans  are  predicated  upon  terms  which, 
although  effecting  enormous  savings  for  taxpayers,  are  resulting  in  like 
losses  to  bondholders.  Bondholders  were  not  compelled  to  submit  to  these 
terms  as  they  might  have  resorted  to  enforcement  of  their  valid  claims 
through  the  courts.  Their  acceptance  of  the  terms  is  a  clear  manifestation 
of  confidence  in  representation  of  honest  endeavor  to  pay  debts  originally 
incurred  in  good  faith.  Such  representations  are  the  only  consideration 
given  for  the  concessions  made  by  creditors.  These  bonds  must  be  paid  if 
we  are  to  keep  faith  with  the  bondholders  and  avoid  future  financial  grief. 
Already  the  Commission,  pursuant  to  statutory  authority,  is  approving  the 
annual  budgets  of  the  units  refinanced  and  is  examining  into  the  maintenance 
and  application  of  bond  retirement  funds  with  this  objective  in  mind. 
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NEW  DEBT 

Exhibits  included  in  this  report  show  the  new  bonds  issued  during  the 
biennium  ending  June  30,  1938.  It  will  be  noted  that  many  issues  were  for 
projects  directly  financed  in  part  by  relief  agencies  of  the  Federal  Govern¬ 
ment.  Others  were  indirectly  the  result  of  the  Federal  program,  such  as  rural 
electric  transmission  lines  requiring  increased  capacity  of  municipal  gener¬ 
ating  systems.  The  program  of  the  Federal  Government  has  unquestionably 
afforded  excellent  opportunities  to  finance  needed  improvements  at  substan¬ 
tial  savings.  Perhaps  the  one  regrettable  phase  of  the  program  has  been 
that  the  urge  to  get  construction  immediately  under  way  lent  occasion  for 
handicap  to  sound  and  intelligent  planning.  The  Commission  has  time 
and  again  warned  local  units  against  applying  for  Federal  funds  except 
for  necessary  improvements  and  unless  diligent  survey  was  made  of  the 
needs  of  the  near  future  as  well  as  those  of  the  present.  Emphasis  was 
given  to  the  importance  of  conserving  credit  for  financing  needed  improve¬ 
ments  not  apparent  at  the  time  Federal  grants  were  available.  The  Com¬ 
mission  has  cause  to  believe  that  this  advice  has  been  heeded. 

The  amendment  to  Article  V,  Section  4  of  the  Constitution  of  North 
Carolina  adopted  at  the  General  Election  in  1936  and  limiting  the  power  to 
contract  debt  without  approval  of  the  voters  gives  rise  to  a  number  of  con¬ 
troversial  questions  in  regard  to  its  effect  in  controlling  local  debt.  It  is 
still  debatable  that  approval  by  a  majority  of  the  voters  voting  at  an  election 
is  adequate  safeguard  against  creating  excessive  debt.  The  approving 
majority  need  only  be  a  very  small  part  of  the  qualified  voters  and  the 
argument  that  a  voter’s  neglect  to  cast  his  vote  is  equivalent  to  his  assent 
to  the  question  submitted  is  still  no  indication  of  adequate  control  over 
creating  debt.  Representations  favoring  a  proposed  bond  issue  sometimes 
prove  to  be  a  disillusion  even  to  the  strongest  proponents  of  the  issue. 

Again,  it  has  already  been  demonstrated  that  one  group  in  a  community 
may  be  deprived  of  necessary  public  facilities  comparable  to  those  enjoyed 
by  the  others  because  the  other  groups  oppose  the  issue  at  an  election.  Then 
this  permits  the  possibility  of  a  manipulation  to  overcome  opposition  by 
providing  new  facilities  for  the  other  groups,  not  absolutely  necessary  but 
resulting  in  unnecessary  additional  debt.  The  expression  “It  is  often  easier 
to  make  debt  than  to  pay  it”  applies  here  and  the  ever  present  tendency  to 
relieve  the  taxpayer  by  reducing  his  taxes  is  hardly  consistent  with  a 
tendency  to  create  debt. 

In  commenting  on  these  questions,  the  Commission  is  not  sounding  any 
general  alarm,  for  the  amount  of  outstanding  local  government  bonds  at 
June  30,  1936  was  $329,897,461,  and  at  June  30,  1938,  $319,989,566;  a  net 
reduction  for  the  biennium  of  $9,907,895.-  What  the  ultimate  effect  of  the 
amendment  will  be,  time  will  only  tell.  The  Commission  believes  the  purpose 
of  the  amendment  was  to  submit  to  the  voters  for  final  sanction  the  question 
as  to  whether  or  not  debt  would  be  created  in  excess  of  the  prescribed 
limitation.  The  most  important  function  which  the  Commission  is  per¬ 
forming  in  connection  with  the  amendment  is  the  prevention  of  debt  which 
under  the  provisions  of  the  Constitution  should  be  submitted  to  the  voters. 

Just  as  the  refinancing  directed  by  the  Commission  has  had  its  hearing 
upon  creating  a  more  favorable  market  for  new  bonds,  the  sale  of  all  bonds 
by  the  Commission  has  resulted  in  obtaining  in  each  case  the  best  price 
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the  market  would  warrant.  Purchasers  throughout  the  country  have  come 
to  depend  on  the  Commission  for  information  upon  which  they  base  their 
bids  for  bonds  and  notes.  The  advantages  derived  from  the  Commission’s 
systematic  advertising  of  new  issues  and  the  highly  competitive  bidding 
thus  induced  are  inestimable. 

With  further  respect  to  the  creation  of  new  debt,  a  serious  problem  arising 
in  local  government  finance  and  one  over  which  the  Commission  has  no 
control  is  the  deliberate  creation  of  deficits  by  spending  for  extraordinary 
purposes  not  included  in  the  annual  budget  appropriations  and  not  otherwise 
legally  provided  for.  This  is  becoming  a  more  and  more  common  practice. 
Frequently  the  Commission  has  been  asked  to  approve  bonds  or  notes  which 
cannot  be  validated  without  approval  of  the  voters,  to  pay  debts  already 
incurred  without  proper  legal  authority.  The  consequences  of  this  practice, 
which  is  obvious  disregard  of  the  budget  control  law,  do  not  need  to  be 
elaborated  upon.  The  Commission  recommends  the  passage  of  legislation  to 
prevent  such  practice. 
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Refunding  7/1/1935  $  179,600.00  7/1/1965  2%  to  7/1/1940  Exchange  for  like  amount  6%  bonds.  Defaulted 

3%  to  1945  interest  coupons  and  accrued  interest  on  default-  89% 

6%  to  1965  ed  bonds  to  7/1/1935,  $14,448,  paid  in  cash  on 

basis  of  2%. 
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Water  and  Sewer  Refunding  6/1/1936  $  168,950.00  6/1/1968  2%  to  6/1/1946 
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1950-52  2,000.00  5%  16,051.51 


NEW  BONDS  ISSUED— CITIES  AND  TOWNS— Continued 


50 


Report  of  The  Local  Government  Commission 


■S  P 


CQ 

cc 

oo 

o 

w 

c 


«0 

c 

i  e 

5  « 

<  ts 


QC 

3 

I- 

< 


e 

CQ 


O 

S 

< 


CO 

T3 

C 

O 

03 

«*■ 

O 

CQ 


O 

CO 


c 

o 

C8 

C 

O) 

*35 

o 

q  CO 

I  ^ 

5  o 


'S 


s  > 

«  s. 

o. 

<5 


Ph 


o 

o 

o 

O 

o 

o 

o 

T3 

d 

d 

d 

d 

O 

CO 

o 

</> 

o 

o 

o 

o 

d> 

d 

d 

d 

d 

rH 

*tZ 

Q. 

CO  eo  CO 

t_i  l-i 

/v^  K  ln^ 


CO 

CO 

CO 


O)  CO 

1  s 

S3 

a  ^ 

3  ” 

M  ’-I 


a>  CO 

n3 


c3 

a 

o 


a> 

s  .a 

O'!  O 

s 

CO  ^ 


OOOOOOOO 

OOOOOOOO 

OoOoOOOO 

OoOoOOOO 

OOOOOOOO 

C<lcO’^<N’^<M’^C^ 


o 

o 

o 

o 

o 

UO 


o 

o 

o 

o 

o 

o 

wo 


o 

o 

o 

o 

o 

o 


o 

o 


CO 

oo 

CO 

00 

CO 

CO 

CO 

CO 

OS 

OS 

OS 

OS 

<«: 

w 

Pi 

Q 


o 

O) 

CO 


o 

o 

o 

o 

wo 


o 

o 

o 

o 


o 

o 

o 

o 

o 


OS 

00 

00 

OS 

CO 

CO 

"tH 

1 

CO 

rt« 

1 

CO 

I 

CO 

1 

1 

wo 

fcO 

1 

1 

1 

o 

1 

1 

!>► 

I 

1 

oo 

00 

1 

OS 

wo 

40 

CO 

CO 

OS 

OS 

OS 

OS 

OS 

OS 

OS 

OS 

OS 

OS 

o 

o 

o 

o 


CO 

CO 

o 


cu 

a 

> 

o 


>> 

>> 

a 

a> 

o 

Urn 

a> 

"S 

a 

t— * 

o 

>-H 

o 

3 

k< 

c4 

as 

3 

CO 

Ph 

o 

h-3 

Pi 

o 

o 


o 

CO 


CO 

»c 

wo 

o  o 
o  o 

o  d 

wo  o 

c<r  CO 


o 

CO 

I 

GO  o 
CO 

O  Oi 


lO 


o 

o 

d 

o 

o 


CO 

o 


Q 

1-3 

w 

t— ^ 

^2: 

w 


o 

< 

pd 


a 

<3; 

a 

0) 

> 

o 

fcirt 


<u 


CO 


Ph 


CO 


o 


CO 


wo 


o  o 
d  d 

S  O 
o  o 

CO  ^ 


o 

^  lO 

OS  <i 

CO  wo 
OS  o 


o 

o 

d 

o 

o 

d 

CO 


CO 

CO 

CS 


Ph 


CO 

o 

o 


6? 


o 

o 


OS 

I 

o 

OS 


o 

o 

o 


CO 

OS 


m 

> 

02 

> 

o 

Ut 

o 

lu 

:z: 

t— I 

a> 

55 
►— ( 

OS 

Pi 

Ph 

OS 

CO 

Ph 

p 

OS 

CQ 

T3 

3 

02 

'O 

a 

c5 

>< 

c<3 

0) 

< 

kl 

OS 

p 

03 

p 

c3 

cy 

p 

cy 

p 

p 

p 

GREENSBORO 

Sanitary  Sewer  Improvement  11/1/1935  367,000.00  11/1/1937  9,000.00 

1938-42  11,000.00 
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KINSTON 

Electric  Light  Plant  (V)  4/15/1937  75,000.00  4/15/1939-45  4,000.00 

1946  5,000.00 

1947-50  8,000.00  1st  57M  3M% 

1951  10,000.00  Remainder  3K%  75,000.00 
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PINEVILLE 

Electric  Light  (V)  2/1/1938  8,500.00  2/1/1940-52  500.00 

1953-54  1,000.00  6%  8,500.00 
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SOUTHERN  PINES 

Public  Improvement  7/1/1936  27,000.00  7/1/1938-48  1,000.00 

1949-56  2,000.00  4)4%  27,124.70  WPA 
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WASHINGTON 

Electric  Light  System  11/1/1936  90,000.00  11/1/1939  15,000.00  1st  30M  3% 

1940-42  25,000.00  Remainder  2M%  90,011.50 


NEW  BONDS  ISSUED— CITIES  AND  TOWNS— Continued 


56 


Report  of  The  Local  Government  Commission 


m  a 

•o 

O 


o 

CO 


CO 

GC 

CO 

o 

c 


<0 

—  c 

CO  o 

?  S 

CO 

>-  £ 


< 


CO 

Q 


c 

3 

O 

E 

< 


c 

o 

CQ 

o 

o 

CO 

O 


CO 

c 

o 

03 


c 

o 


CO 

a> 

Q 


CO 

O 


o 

> 

O) 

> 

o 

o* 

p< 

C 


CO 

o 


O 

o 

o 

o 

to 


00 

CO 

Oi 


o 

o 

o 

o 

to 


o 
< 

Ch 

o 

I 

>  O' 

w  W 

fn  OJ 

HH  ^ 

pc 


w 


PM 


o 

o 

o 

o 

o 


o 

o 

o 

o 

to 


o 

o 

o 

o 

o 

to 


<v 

a> 

C/2  CC 

Ph  ^ 
W  c 

M  c« 


O 

o 


r>- 

o 


CO 


CO  O) 

^  1 

CO  o 

^  s 


o  o 
o  o 

o  o 
o  o 
o  o 

CO  to 


o 

o 

o 

o 

o 

CO 


CO 

OO 

CO 

CO 

CO 

05 

05 

05 

rH 

^H 

^H 

^H 

to 

CO 

o 

H 


o 

o 

CO 

CO 

o 

CO 


CO  o 

.s 

^  C3 

^  i 


s 

o  o 

o  d> 
S 

o  o 

CO  CO 


00 

O  00 

05 

1 

to  to 

1  1 

1 

05 

05  1-H 

00 

CO 

CO  to 

CO 

05 

05  03 

05 

T-H 

1-H 

CO 

o 

o 

o 

o 

o 

CO 


t^ 

CO 

Oi 


o 

o 

o 

o 

o 


(.4 

CO  O  CO 


o 

o 

o 

o 

o 

to 


(D 


CO 


o  o 
o  o 

o  o 
o  o 
o  o 

to 

OO  rH 


t-i 

CD 


C3 

a 

CD 


c3 

a 

CD 

Ph 


I>“  c3 

kO  <3 

S 

r/D  ^ 

i-H  Ph  CO 


O  o  O 
o  o  o 

o  c5  o 
o  o  o 
o  o  o 

C<1  rH 


to  CO  CO 

i  ti  o 

tP  lO 
O  OD  O 


o  o  o  o  o 

o  o  o  o  o 

o  o  o  o  o 

o  o  o  o  o 

o  o  o  o  o 

CO  to  »-H 


CO  00  CO  CO 

^  Tti  lO  to  to 

X  •  i  1  -L 
O  Oi  o 

^  rt<  to 

O  ^  O)  OD  ^ 


o 

o 

o 

o 

o 


o 

o 

o 

o 

o 

to 


o 

o 

o 

to 

OO 


o 

o 

o 

o 

o 


CO 

05 


H-P> 

>4^ 

IP 

a 

o 

C3 

05 

CD 

a 

CD 

CD 

a 

CD 

w 

CD 

a 

05 

a 

05 

> 

> 

o 

tl 

> 

o 

>-l 

-P 

> 

o 

O 

(m 

& 

ft 

ft 

CO 

ft 

a 

a 

hH 

o 
«  ^ 

o 

a 

HH 

O 

'Z 

O 

H 

CD 

Im 

CD 

a 

HH 

-H> 

05 

HH 

3 

CO 

3 

CO 

•4H 

c3 

fe 

05 

a 

£ 

1-^ 

HH 

o 

ft 

Iz; 

HH 

CD 

za 

t-t 

-4-3 

CQ 

05 

o 

North  Carolina  Siata 
Raleigh 


WINTON 

Water  Bond  Anticipation  Notes  (V)  3/1/1938  16,000.00  9/1/1938  5^%  16,000.00  WPA 

Sewer  Bond  Anticipation  Notes  (V)  4/1/1938  10,500.00  9/1/1938  4^%  10,500.00  WPA 
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YANCEYVILLE  SANITARY  DISTRICT 
Caswell  County 

Water  and  Sewer  (V)  10/1/1936  11,000.00  10/1/1945-66  500.00  4%  11,000.00  PWA 


